a\ RELEASE  OF  THE  TRADE  PROMOTION  COORDI- 
r  \  NATING  COMMITTEE'S  THIRD  ANNUAL  REPORT: 
THE  NATIONAL  EXPORT  STRATEGY 


Y4,INB/16:T67/3 

Release  of  the  Trade  Pronotion  Coor. 


HEAKING 

BEFORE  THE 

SUBCOMMITTEE  ON 
INTERNATIONAL  ECONOMIC  POLICY  AND  TRADE 

OF  THE 

COMMITTEE  ON 

INTERNATIONAL  RELATIONS 

HOUSE  OF  REPRESENTATIVES 

ONE  HUNDRED  FOURTH  CONGRESS 

FIRST  SESSION 


OCTOBER  12,  1995 


Printed  for  the  use  of  the  Committed] 


?^Tl 


U.S.  GOVERNMENT  PRIN  iii>Mi;vrrio«_,^|.  .  .   .^ 

WASHINGTON   :  1996  -'^^^MC.1;>.  ^'Uf^PlI 


For  sale  by  the  U.S.  Government  Printing  Office 

Superintendent  of  Documents,  Congressional  Sales  Office.  Washington,  DC  20402 

ISBN  0-16-052238-2 


a\ RELEASE  OF  THE  TRADE  PROMOTION  COORDI- 
r  \  NATING  COMMITTEE'S  THIRD  ANNUAL  REPORT: 
THE  NATIONAL  EXPORT  STRATEGY 


Y  4,  IN  8/16:  T  67/3 

Release  of  the  Trade  Pronotion  Coor. 


HEARING 

BEFORE  THE 

SUBCOMMITTEE  ON 
INTERNATIONAL  ECONOMIC  POLICY  AND  TRADE 

OF  THE 

COMMITTEE  ON 

INTERNATIONAL  RELATIONS 

HOUSE  OF  REPRESENTATIVES 

ONE  HUNDRED  FOURTH  CONGRESS 

FIRST  SESSION 


OCTOBER  12,  1995 


Printed  for  the  use  of  the  Committe^*rtMHfjMjnational  Relations 


U.S.  GOVERNMENT  PRIN'i^fejsOFFI? 
WASHINGTON   :  1996 


'^®%»^" 


For  sale  by  the  U.S.  Government  Printing  Office 

Superintendent  of  Documents,  Congressional  Sales  Office.  Washington,  DC  20402 

ISBN  0-16-052238-2 


COMMITTEE  ON  INTERNATIONAL  RELATIONS 
BENJAMIN  A.  GILMAN.  New  York,  Chairman 


WILLIAM  F.  GOODLING,  Pennsylvania 

JAMES  A.  LEACH,  Iowa 

TOBY  ROTH,  Wisconsin 

HENRY  J.  HYDE,  Illinois 

DOUG  BEREUTER,  Nebraska 

CHRISTOPHER  H.  SMITH,  New  Jereey 

DAN  BURTON,  Indiana 

JAN  MEYERS.  Kansas 

ELTON  GALLEGLY,  California 

ILEANA  ROS-LEHTINEN,  Florida 

CASS  BALLENGER,  North  Carolina 

DANA  ROHRABACHER,  California 

DONALD  A.  MANZULLO,  Illinois 

EDWARD  R.  ROYCE,  California 

PETER  T.  KING,  New  York 

JAY  KIM,  California 

SAM  BROWNBACK,  Kansas 

DAVID  FUNDERBURK,  North  Carolina 

STEVEN  J.  CHABOT,  Ohio 

MARSHALL  "MARK"  SANFORD,  South 

Carolina 
MATT  SALMON,  Arizona 
AMO  HOUGHTON,  New  York 


LEE  H.  HAMILTON.  Indiana 

SAM  GEJDENSON,  Connecticut 

TOM  LANTOS.  California 

ROBERT  G.  TORRICELLI.  New  Jersey 

HOWARD  L.  BERMAN,  California 

GARY  L.  ACKERMAN.  New  York 

HARRY  JOHNSTON,  Florida 

ELIOT  L.  ENGEL,  New  York 

ENI  F.H.  FALEOMAVAEGA,  American 

Samoa 
MATTHEW  G.  MARTINEZ,  California 
DONALD  M.  PAYNE,  New  Jersey 
ROBERT  E.  ANDREWS,  New  Jersey 
ROBERT  MENENDEZ,  New  Jersey 
SHERROD  BROWN,  Ohio 
CYNTHIA  A.  MCKINNEY,  Georgia 
ALCEE  L.  HASTINGS,  Florida 
ALBERT  RUSSELL  WYNTM,  Maryland 
MICHAEL  R.  McNULTY,  New  York 
JAMES  P.  MORAN,  Virginia 
VICTOR  O.  FRAZER,  Virgin  Islands  (Ind.) 


Richard  J.  Garon,  Chief  of  Staff 
Michael  H.  Van  Dusen.  Minority  Chief  of  staff 

Subcommittee  on  International  Economic  Policy  and  Trade 


TOBY  ROTH,  Wisconsin,  Chairman 


JAN  MEYERS,  Kansas 
DONALD  A.  MANZULLO,  Illinois 
SAM  BROWNBACK,  Kansas 
STEVEN  J.  CHABOT,  Ohio 
DANA  ROHRABACHER.  California 
DOUG  BEREUTER,  Nebraska 
CASS  BALLENGER,  North  Carolina 

Edmund  B.  Rice,  Subcommittee  Staff  Director 

John  Scheibel,  Democratic  Professional  Staff  Member 

Christopher  Hankin,  Professional  Staff  Member 

Alexander  Q.  Schmitz.  Staff  Associate 


SAM  GEJDENSON.  Connecticut 
MATTHEW  G.  MARTINEZ.  California 
MICHAEL  R.  McNULTY,  New  York 
ROBERT  G.  TORRICELLI.  New  Jersey 
HARRY  JOHNSTON,  Florida 
ELIOT  L.  ENGEL.  New  York 


(11) 


CONTENTS 

WITNESSES 

Page 

Hon.  Ronald  H.  Brown,  Secretary  of  Commerce,  U.S.  Department  of  Com- 
merce    2 

APPENDIX 

Prepared  statements: 

Hon.  Sam  Gejdenson,  a  Representative  in  Congress  from  the  State  of  Con- 
necticut          21 

Hon.  Ronald  H.  Brown  23 

Annual  report  of  the  Trade  Promotion  Coordinating  Committee,  The  National 

Export  Strategy,  Executive  Summary  41 


(III) 


RELEASE  OF  THE  TRADE  PROMOTION  CO- 
ORDINATING COMMITTEE'S  THIRD  ANNUAL 
REPORT:  THE  NATIONAL  EXPORT  STRAT- 
EGY 


THURSDAY,  OCTOBER  12,  1995 

House  of  Representatives, 
Subcommittee  on  International  Economic  Policy 

AND  Trade, 
Committee  on  International  Relations, 

Washington,  DC. 

The  subcommittee  met  at  2  p.m.,  in  room  2172,  Raybum  House 
Office  Building,  Hon.  Toby  Roth  (chairman  of  the  subcommittee) 
presiding. 

Mr.  Roth.  First  let  me  welcome  Secretary  Brown. 

Mr.  Secretary,  your  presence  here  today  underscores  the  vital  im- 
portance of  our  export  promotion  programs.  We  had  a  wonderful 
briefing  here  in  secret  session;  it  was  most  revealing.  These  pro- 
grams are  essential  to  our  economic  growth,  they  lead  directly  to 
the  creation  of  jobs  for  American  workers,  and  export  promotion  is 
now  an  essential  part  of  our  national  security. 

We  have  both  an  immediate  problem  and  a  long-term  challenge. 
The  immediate  problem  is  our  trade  deficit.  Last  year,  our  mer- 
chandise trade  deficit  was  $166  billion,  the  worst  in  our  history. 
Even  with  our  surplus  in  services,  we  still  had  an  overall  deficit 
of  some  $106  billion  last  year.  But  this  year  will  be  even  worse, 
close  to  $200  billion  for  merchandise. 

Even  though  our  exports  are  running  13  percent  ahead  of  last 
year,  imports  are  even  growing  faster.  This  is  a  drag  on  our  econ- 
omy, and  every  billion  dollars  in  losses  costs  us  some  20,000  jobs, 
jobs  that  could  go  to  our  American  workers,  good  paying  jobs. 

Exports  are  also  the  key  to  our  long-term  economic  future.  Up  to 
80  percent  of  our  growth  in  recent  years  has  come  from  exports. 
But  trade  is  also  the  key  to  every  other  major  economic  power. 
That  is  why  we  are  entering  a  new  age  where  the  biggest  conflicts 
among  nations  will  be  over  trade,  not  territory.  In  fact,  the  battle 
over  global  markets  has  already  begun.  That  is  the  bottom  line 
from  this  secret  report  which  we  received  a  few  minutes  ago  from 
Secretary  Brown. 

Even  our  closest  allies  are  pulling  every  lever  they  can — includ- 
ing bribes,  extortion,  and  espionage — to  sabotage  U.S.  exports.  The 
truth  is,  markets  are  not  really  open,  competition  is  not  fair,  and 
we  cannot  win  with  slogans  about  free  trade.  In  other  words,  U.S. 
exporters  need  the  strong  backing  of  an  aggressive  Federal  Govern- 
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ment.  Ideology  will  not  win  the  battle  over  global  trade.  This  is  a 
war  that  we  have  to  win,  and  today  we  look  forward  to  Secretary 
Brown's  report  from  the  front  lines. 

Do  any  of  our  members  have  opening  statements? 

Mr.  Oilman.  Just  briefly,  Mr.  Chairman. 

I  want  to  welcome  Secretary  Brown  to  our  hearing.  I  want  to 
commend  you,  Mr.  Chairman,  for  conducting  this  very  timely  hear- 
ing with  regard  to  our  trade  promotion  strategy.  I  want  to  com- 
mend the  Department  of  Commerce  for  this  new  national  export 
strategy  report. 

We  all  recognize  how  important  exports  are  to  our  Nation  and 
how  they  have  been  increasing  over  the  years,  but  we  are  also  find- 
ing increasing  competition  with  those  competitors  who  are  not 
abiding  by  the  same  rules  that  we  are  abiding  by  in  our  own  Na- 
tion. 

I  received  a  report  from  our  staff  that  indicates  that  of  200  cases 
studied  where  foreign  governments  used  inducements,  bribes,  ex- 
tortion, et  cetera,  that  U.S.  exporters  lost  half  of  those  sales,  or  $25 
billion  worth  of  sales.  So  I  think  that  this  certainly  is  an  important 
hearing  for  us  to  explore  where  we  are  going  with  regard  to  our 
export  strategy,  but  also  to  try  to  find  ways  up  the  road  to  reduce 
that  kind  of  unfair  competition. 

Thank  you,  Mr.  Chairman. 

Mr.  Roth.  I  thank  you.  Chairman  Oilman,  for  being  with  us  here 
this  afternoon. 

Yes,  Mr.  McNulty. 

Mr.  McNuLTY.  Thank  vou,  Mr.  Chairman. 

I  want  to  join  with  Chairman  Oilman  and  Chairman  Roth  and 
the  other  members  of  the  subcommittee  in  welcoming  the  Sec- 
retary. 

Mr.  Secretary,  thank  you  for  all  of  your  good  work. 

Since  our  Ranking  Member,  Sam  Oejdenson,  has  not  returned,  I 
would  like  to  ask  unanimous  consent,  Mr.  Chairman,  that  his 
statement  be  made  a  part  of  the  record. 

Mr.  Roth.  Without  objection. 

[The  prepared  statement  of  Mr.  Oejdenson  appears  in  the  appen- 
dix.] 

Mr.  Roth.  Mr.  Secretary,  I  think  we  will  go  to  you  for  your  testi- 
mony. 

STATEMENT  OF  HON.  RONALD  H.  BROWN,  SECRETARY  OF 
COMMERCE 

Mr.  Brown.  Thank  you  very  much,  Mr.  Chairman  and  members 
of  the  committee.  It  is  my  pleasure  to  appear  before  you  today  to 
present  to  the  Congress  the  third  annual  report  of  the  Trade  Pro- 
motion Coordinating  Committee  (TPCC),  which  I  have  the  honor 
and  the  privilege  to  chair. 

Let  me  take  a  moment  to  express  my  appreciation  to  you,  Mr. 
Chairman,  and  to  the  members  of  this  committee,  present  and 
many  not  present,  for  the  support  that  has  been  given  to  these 
kinds  of  activities  to  help  keep  our  Nation  productive  and  competi- 
tive, to  help  us  create  economic  growth  and  jobs. 

From  the  Administration,  I  must  say  that  Ken  Brody  at  the 
Eximbank,  Ruth  Harkin  at  OPIC,  Phil  Lader  at  the  Small  Business 


Administration,  and  Joe  Grandmaison  at  the  Trade  and  Develop- 
ment Agency  really  have  demonstrated  great  commitment  to  the 
TPCC  interagency  process  and  have  been  instrumental  to  the  suc- 
cess of  our  National  Export  Strategy  over  the  past  year. 

Today,  Mr.  Chairman,  I  want  to  focus  my  remarks  on  the  trade 
aspects  of  our  department's  work,  in  particular  our  export  advocacy 
strategy.  Last  year  when  I  delivered  our  second  annual  report  to 
Congress,  we  set  a  very  ambitious  objective.  That  was  to  expand 
exports  to  over  $1.2  trillion  a  year  by  the  year  2000.  Today  I  can 
report  that  we  are  well  on  the  road  to  achieving  that  goal. 

Through  the  first  6  months  of  1995,  exports  of  goods  and  services 
are  running  at  about  $765  billion  when  annualized,  and  they  are 
up  in  our  key  markets,  including  Japan  and  China,  East  Asia,  Can- 
ada, South  and  Central  America,  and  the  European  Union.  They 
are  up  really  all  over  the  world.  At  this  rate,  we  estimate  that  by 
the  year  2000  fully  16  million  American  jobs  will  be  supported  by 
exports. 

Our  strong  export  performance  has  resulted  in  more  than  2  mil- 
lion new  export-related  jobs  since  January  1993.  In  1994,  exports 
accounted  for  a  third  of  the  growth  in  American  GDP  and  sup- 
ported a  record  11  million  jobs.  During  the  first  half  of  1995,  ex- 
ports expanded  a  record  13  percent. 

The  message  is  really  crystal  clear,  Mr.  Chairman:  In  today's 
global  economy,  American  exports  equal  American  jobs.  We  know 
that  for  every  billion-dollar  increase  in  exports,  we  create  or  sup- 
port between  17,000  and  20,000  new  jobs  for  the  American  people. 

As  chairman  of  the  TPCC,  I  can  report  to  you  today  that  the  Na- 
tional Export  Strategy  is  not  only  working,  it  is  thriving.  I  would 
like  to  share  with  you  the  progress  we  have  made  in  implementing 
the  National  Export  Strategy  over  the  last  year  and  the  new  strate- 
gies that  we  are  developing  to  help  ensure  that  American  firms  can 
continue  to  compete  and  win  overseas  in  order  to  create  better  jobs 
here  at  home. 

Before  I  describe  those  efforts,  I  think  it  is  important  to  put 
those  efforts  into  some  kind  of  context,  into  some  perspective. 

As  you  know,  just  moments  ago  I  completed  a  closed  briefing  on 
a  classified  study  recently  completed  detailing  the  practices  that 
foreign  governments  are  using  to  win  projects  around  the  world. 
This  is  an  unprecedented  study.  It  details  the  length  our  competi- 
tors will  go  to  in  their  efforts  to  help  their  companies  claim  market 
share.  They,  too,  have  clearly  gotten  the  message  that  exports 
equal  jobs  and  they  are  doing  everything  in  their  power  to  make 
sure  those  jobs  are  won  by  their  citizens. 

As  our  study  reveals,  until  the  advent  of  the  National  Export 
Strategy,  we  were  hopelessly  behind  the  curve  in  what  might  be 
called  legitimate  areas  of  export  promotion,  such  as  financing  and 
high-level  advocacy.  Foreign  governments  have  devoted  far  more 
resources  than  we  have  to  the  battle.  Virtually  every  other  major 
competitor  spends  significantly  more  as  a  percentage  of  GDP  than 
we  do  on  export  promotion  and  export  financing.  Let  me  simply 
refer  you  to  the  charts  on  pages  70  and  71  of  our  report. 

Virtually  all  have  placed  more  people  in  the  field  to  help  their 
companies  than  we  have,  even  though  we  have  a  much  larger  mar- 
ketplace than  they  do.  But  many  also  engage  in  practices  that  we 


might  call  questionable  or,  more  accurately,  unacceptable — intimi- 
dation, extortion,  bribery,  improper  linkages  between  policies  and 
business  transactions.  We  are  not  in  that  game,  and  we  shouldn't 
be  in  that  game.  But  in  many  parts  of  the  world,  such  activities 
are  the  norm,  and  our  firms  are  trying  to  carve  out  market  share 
virtually  with  one  arm  tied  behind  their  back. 

Of  the  200  projects  tracked  in  the  past  8  years,  we  have  specifi- 
cally identified  45  percent  of  these  projects  that  U.S.  companies 
have  apparently  lost  due  to  the  kinds  of  interventionist  practices 
that  I  just  described.  These  projects  totaled  $25  billion  and  would 
have  supported  perhaps  500,000  American  jobs. 

Of  100  cases  of  bribery  that  we  have  identified  just  since  1994, 
deals  worth  $45  billion,  briberies  have  won  85  percent  of  the  time. 
These  deals  we  suggest,  Mr.  Chairman,  and  members  of  the  com- 
mittee, are  really  just  the  tip  of  the  iceberg.  We  don't  have  the  re- 
sources to  really  track  a  majority  of  the  deals.  We  just  were  able 
to  get  information  on  some  of  them.  So  what  we  are  talking  about 
is  tens  of  billions  of  dollars  and  hundreds  of  thousands  of  jobs  lost 
to  the  American  people. 

I  would  encourage  you  to  take  the  time  to  look  at  the  report.  The 
fact  is  that  summaries  just  don't  do  it  justice.  For  the  first  time  it 
provides  a  detailed  depiction  of  the  reality  of  the  global  market- 
place. It  underscores  what  we  have  been  saying  all  along;  in  today's 
world  and  even  more  so  in  tomorrow's  world,  unilateral  disar- 
mament would  not  simply  be  foolish,  it  would  be  the  absolute 
height  of  irresponsibility,  a  failure  of  our  most  basic  obligations  to 
the  American  people. 

Our  belief  in  the  need  for  an  effective,  coordinated  strategy  is  the 
very  foundation  for  all  the  work  we  have  done  within  the  Trade 
Promotion  Coordinating  Committee  since  we  took  office.  With  that 
in  mind,  the  TPCC's  mission  is  to  target  strategically  our  resources 
to  those  companies  and  markets  where  our  programs  are  most  ef- 
fective. 

And  let  me  tell  you  what  our  game  plan  has  been:  First,  as  you 
know,  we  have  expanded  our  whole  effort  in  what  we  call  the  "big 
emerging  markets."  We  have  added  the  ASEAN  countries,  includ- 
ing Vietnam,  to  the  list  of  big  emerging  markets  on  which  we  are 
focusing. 

These  10  markets  compose  half  of  the  world's  population,  and  by 
2010,  they  will  be  a  bigger  market  than  Japan  and  the  European 
Union  combined.  That  gives  you  a  sense  of  how  the  world  is  chang- 
ing and  how  we  need  to  change  the  way  we  think. 

We  have  strengthened  the  coordinated  efforts  of  our  Advocacy 
Center  at  Commerce,  and  it  is  the  kind  of  thing  I  wish  you  could 
all  come  down  and  see.  You  would  be  stunned  that  this  is  really 
a  government  agency.  It  is  set  up  like  the  trading  fioor  of  an  in- 
vestment bank,  with  clocks  on  the  wall  letting  our  folks  know  what 
time  it  is  every  place  in  which  they  are  trying  to  promote  America's 
commercial  interests,  and  very  focused  people  on  the  telephones  ad- 
vocating on  behalf  of  American  business  and  industry. 

And  we  have  taken  a  small  budget— $250  million  is  the  entire 
annual  budget  of  the  International  Trade  Administration — with 
that  budget,  working  with  our  other  partners  in  the  Trade  Pro- 
motion Coordinating  Committee,  we  have  created  over  $50  billion 


of  business  for  American  companies.  That  is  a  lot  of  work  for  Amer- 
ican workers,  and  we  are  very  proud  of  that  record. 

We  think  that  if  there  is  any  example  of  leveraging  Federal  dol- 
lars to  enhance  our  ability  to  grow  our  economy  and  create  jobs, 
that  is  the  best  example  that  we  have  in  the  U.S.  Government.  We 
know  that  there  are  some  in  the  Congress  who  don't  seem  to  share 
that  view,  but  I  think  if  they  are  exposed  to  the  reality  of  those 
numbers  and  the  reality  of  what  is  happening  out  there  in  the  glob- 
al marketplace,  they,  too,  would  be  more  supportive  of  these  efforts. 

We  have  an  aggressive  trade  financing  strategy.  As  you  know,  fi- 
nancing is  among  the  keys  to  our  ability  to  compete  and  win.  We 
have  removed  unnecessary  and  outdated  government-imposed  ob- 
stacles to  exports,  and  I  have  mentioned  in  the  closed  session  our 
work  in  trying  to  work  in  consultation  and  cooperation  with  you, 
Mr.  Chairman,  and  members  of  this  committee,  on  a  renewal  of  the 
Export  Administration  Act  which  we  both  have  as  a  high  priority. 

We  have  improved  access  to  trade  information  through  our  Na- 
tional Trade  Data  Bank,  and  the  Internet.  We  have  opened  Export 
Assistance  Centers,  as  you  know,  around  the  country.  We  have  a 
plan  for  14.  We  have  opened  10  so  far,  and  those  are  the  hubs. 
There  are  also  34  spokes  coming  out  from  those  hubs,  focusing  on 
small-  and  medium-sized  businesses,  bringing  together  Eximbank, 
SBA  and  Commerce  in  one  location,  virtual  one-stop  shopping  for 
small  business  people. 

Our  commercial  service,  Mr.  Chairman,  has  been  reinvented, 
with  73  domestic  and  134  overseas  posts  in  69  countries.  We  have 
reinvented  it  in  order  to  increase  its  accessibility  to  small-  and  me- 
dium-sized businesses. 

Finally,  we  have  made  great  progress  on  a  unified  budget.  Some 
of  the  questions  that  I  have  been  asked  earlier  are  right  on  target. 
The  numbers  are  really  worse  than  they  would  appear. 

Sam  Gejdenson  raised  the  question  of  is  this  just  for  manufactur- 
ing? And  I  said  no,  it  is  not.  This  is  all  of  our  export  promotion  ef- 
forts, and  obviously  a  lot  of  that  goes  to  our  agricultural  exports. 

In  addition  to  building  on  these  new  approaches  to  trade  pro- 
motion, we  will  in  the  coming  year  pay  particular  attention  to  two 
areas,  and  I  will  just  briefly  say  that  those  areas  are  sharpening 
our  advocacy  skills  and  focusing  on  small-  and  medium-sized  busi- 
nesses. 

A  lot  has  been  said  on  our  advocacy  success.  Advocacy  is  particu- 
larly important  in  the  big  emerging  markets,  because  most  of  the 
decisions  there  are  made  by  government  officials.  They  are  im- 
pressed and,  yes,  influenced  by  the  fact  that  this  government,  the 
government  of  the  United  States,  does  stand  with  American  busi- 
ness and  industry  and  does  take  advocacy  as  a  very,  very  serious 
function  of  our  government.  And  the  potential  is  just  enormous. 

There's  China,  for  example,  a  country  of  1.2  billion  people.  There 
are  only  60,000  privately  owned  automobiles  in  China.  That  gives 
you  a  sense  of  what  the  potential  is  in  that  marketplace. 

India  is  looking  to  upgrade  its  telecommunications  infrastructure 
as  it  tries  to  serve  almost  a  billion  people  with  fewer  telephone 
lines  than  there  are  in  the  State  of  Illinois.  So  the  potential  for 
U.S.  commercial  interests  there  is  just  enormous.  And,  of  course, 
pursuing  those   commercial   interests   means   creating  high-wage. 
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high-quality  jobs  for  our  people.  It  is  crucial  that  we  get  in  those 
markets.  It  is  crucial  we  not  only  compete  but  win  in  those  mar- 
kets. 

We  all  heard  a  lot  and  read  a  lot  about  our  success  with  McDon- 
nell Douglas  and  Boeing  in  the  aircraft  contract  in  Saudi  Arabia, 
a  contract  that  many  people  told  us  was  already  done;  they  had  al- 
ready cut  their  deal  with  the  French  on  Airbus,  there  was  no  way 
we  were  going  to  break  through.  I  made  two  trips  to  Saudi  Arabia, 
the  Secretary  of  Transportation  made  a  trip,  the  President  of  the 
United  States  actually  picked  up  the  phone  and  talked  to  the  king 
of  Saudi  Arabia.  There  were  some  people  who  complained  about 
that.  I  happen  to  think  that  is  a  pretty  good  use  of  the  time  of  the 
President  of  the  United  States  if  it  means  that  we  create  economic 
growth  and  jobs  for  the  American  people.  That  is  the  same  kind  of 
activity  that  other  heads  of  State  in  other  countries  involve  them- 
selves in.  We  need  to  wake  up  to  that  reality. 

Members  of  the  Cabinet,  colleagues  of  mine,  like  Secretary 
O'Leary  and  Secretary  Pena,  have  been  involved  in  export  pro- 
motion, so  it  is  not  just  the  Secretary  of  Commerce  that  is  involved. 
We  try  to  get  the  entire  Administration  involved  in  these  efforts. 

I  mentioned  small-  and  medium-sized  businesses.  There  can  be 
nothing  more  important  than  that.  I  know  the  chairman  has  a  con- 
ference annually  out  in  his  district  that  is  geared  toward  the  inter- 
est of  small-  and  medium-sized  business  people.  I  had  the  oppor- 
tunity last  year,  through  the  beauty  of  modem  telecommunications 
technology,  to  speak  to  that  forum.  This  year,  the  chairman  had 
Mike  Armstrong,  the  CEO  of  Hughes  speak  to  that  same  forum. 

As  our  big  companies  downsize,  it  is  clear  that  the  chance  for 
real  economic  growth  is  with  our  small-  and  medium-sized  compa- 
nies. That  is  why  we  have  been  focusing  on  them. 

Frankly,  we  have  got  to  do  some  hand-holding  with  them.  Some 
of  them  are  afraid  of  the  global  competitive  world.  When  they  think 
about  exporting,  they  think  about  exporting  across  State  lines.  We 
tell  them,  no,  that  is  not  what  we  have  in  mind.  We  are  talking 
about  looking  at  the  entire  globe  and  making  a  determination 
about  how  we  can  increase  growth,  increase  profits,  increase  em- 
ployment. 

All  of  these  things  are  working,  Mr.  Chairman.  I  might  say  that 
some  of  the  suggestions  that  I  have  heard  for  restructuring  and  re- 
organization are  at  best  solutions  in  search  of  a  problem.  I  always 
grew  up  with  the  adage  that  if  it  is  not  broken,  don't  fix  it.  We 
have  a  program  that  is  working  well.  I  think  most  objective  observ- 
ers would  suggest  that  it  is  working  better  than  it  ever  has  before. 

We  have  pulled  the  agencies  of  the  Federal  Government  together. 
There  is  a  real  synergy  within  the  Commerce  Department  with 
technology,  telecommunications,  trade,  minority  entrepreneurship, 
economic  development,  and  economic  statistics  all  pulling  together 
to  create  economic  growth  and  to  create  jobs. 

In  conclusion,  let  me  say,  Mr.  Chairman,  that  putting  our  overall 
strategy  in  proper  context  is  important.  Our  competitors  clearly 
recognize  the  crucial  nature  of  high-level  governmental  involve- 
ment in  these  competitions,  and  they  are  spending  more  even  as 
we  talk  about  cutting  back,  becoming  more  aggressive  even  as  we 
debate  slashing  our  resources. 


Maintaining  our  momentum  under  the  National  Export  Strategy 
has  never  been  more  crucial  to  the  future  of  American  competitive- 
ness, of  American  businesses,  and  the  livelihood  of  American  work- 
ers. Unless  we  are  there  to  ensure  our  companies  are  able  to  meet 
the  competition,  our  strength  in  the  markets  of  tomorrow  and  our 
future  livelihood  will  surely  be  at  risk. 

The  last  3  years  have  demonstrated  clearly  that  the  National  Ex- 
port Strategy  is  working  and  working  well.  The  most  important 
task  facing  the  United  States  as  we  look  toward  the  next  century 
is  the  maintenance  and  creation  of  high-wage,  high-quality  jobs  for 
our  people,  and  the  National  Export  Strategy  is  one  of  the  most 
cost-effective  ways  to  accomplish  that  goal. 

Thank  you  very  much,  Mr.  Chairman. 

[The  prepared  statement  of  Secretary  Brown  appears  in  the  Ap- 
pendix.] 

Mr.  Roth.  Well,  I  thank  you  very  much,  Mr.  Secretary,  for  your 
excellent  testimony  in  classified  session  and  in  this  session.  I  want 
to  thank  you  for  the  excellent  remarks  you  gave  in  Appleton,  Wis- 
consin, when  you  spoke  to  over  a  thousand  exporters.  You  have 
done  a  great  job  in  this  area.  We  want  you  to  know  we  appreciate 
it. 

Secretary  Brown.  Thank  you,  Mr.  Chairman. 

Mr.  Roth.  You  had  mentioned  the  President  picking  up  the  tele- 
phone and  helping  our  overseas  investors.  Let  me  tell  you  that  I 
think  that  is  the  right  goal.  You  mentioned  Mike  Armstrong  speak- 
ing at  the  conference  this  year.  He  was  telling  me  that  Hughes  lost 
an  over-$2  billion  contract  in  China  because  Helmut  Kohl  took  the 
plane  one  day  and  flew  to  Beijing  and  said,  "hey,  buy  from  us,  we 
can  give  you  a  better  deal." 

The  classified  briefing  was  really  an  eye-opener.  I  wish  everyone 
in  the  Congress  could  nave  had  a  chance  to  hear  that,  Mr.  Sec- 
retary, because  I  do  feel  that  what  the  Pentagon  was  to  20th  cen- 
tury, the  Commerce  Department  is  going  to  be  to  the  21st  century. 

I  think  everyone  that  looks  into  tne  luture  can  see  that.  I  wish 
every  person  in  Congress  could  have  had  the  chance  to  hear  the 
testimony  and  jar  people  out  of  their  lethargy.  Congress  would 
have  gone  after  some  of  these  other  countries  like  a  scalded  dog. 

To  the  extent  that  you  can  in  an  open  session,  please  give  me  a 
couple  examples  of  contracts  lost  because  of  bribes  or  questionable 
practices.  Can  you  do  that  or  would  you  rather  not? 

Secretary  Brown.  We  have  an  unclassified,  sanitized,  so  to 
speak,  version  that  we  are  prepared  to  release.  As  I  indicated 
though,  in  the  closed  session,  I  think  it  would  be  unwise  to  mention 
companies  by  name  because,  fi-ankly,  some  of  those  companies  are 
also  big  employers  in  the  United  States  and  so  I  think  it  would  be 
unwise  to  get  into  that  kind  of  specificity. 

But  I  think  across  the  board,  Mr.  Chairman,  the  kinds  of  prac- 
tices that  are  used  involve  such  things  as  telling  a  government  that 
unless  they  purchase  from  the  specified  country,  some  of  their 
other  global  concerns  and  initiatives  will  not  see  the  light  of  day. 
Such  things  as  they  might  not  be  able  to  get  into  some  organiza- 
tions they  might  want  to  get  into  if,  in  fact,  they  don't  buy  from 
a  certain  country,  or  that  some  of  the  debt  that  is  owed  fi*om  a  de- 
veloping country  to  a  developed  country  will  be,  in  effect,  balanced 
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off  against  a  purchase  of  a  computer  or  a  piece  of  telecommuni- 
cations equipment. 

It  is  that  kind  of  activity.  So  it  is  broader  than  bribery.  It  is  all 
kinds  of  activities  that  would  be  abhorrent  to  us  as  a  Nation,  but 
that  our  foreign  competitors  use  with  impunity.  And  it  seems  to  me 
the  important  part  of  this  is  to  really  make  sure  we  understand 
what  is  going  on  out  there  in  the  global  marketplace.  I  think  there 
is  a  certain  naivete  about  what  kinds  of  tactics  our  foreign  competi- 
tors are  using. 

I  am  not  suggesting  for  a  moment,  Mr.  Chairman,  that  we  ought 
to  replicate  those  tactics.  We  have  a  law  in  place  called  the  Foreign 
Corrupt  Practices  Act.  It  is  a  good  law.  It  should  be  in  place.  We 
shouldn't  be  messing  around  with  it. 

What  we  ought  to  be  trying  to  do  is  to  get  other  countries  around 
the  world  to  adopt  similar  legislation  and  enforce  that  legislation. 
While  we  are  waiting  for  that  to  happen,  though,  we  need  to  redou- 
ble our  efforts  as  strong  and  effective  advocates  for  American  busi- 
ness and  industry  to  promote  exports  around  the  world. 

Mr.  Roth.  I  just  have  one  more  question,  Mr.  Secretary. 

As  far  as  getting  other  countries  to  adopt  a  Foreign  Corrupt 
Practices  Act,  I  think  you  and  I  should  live  so  long.  What  is  the 
Foreign  Corrupt  Practices  Act  costing  us  in  terms  of  lost  exports 
do  you  anticipate? 

Secretary  Brown.  I  think  it  is  very  hard  to  estimate.  I  would 
prefer  to  put  it  another  way,  Mr.  Chairman,  and  that  is  how  are 
the  illicit  activities  of  other  governments  doing  to  hurt  us.  And  that 
is  in  the  hundreds  of  billions  of  dollars.  We  have  identified  specifi- 
cally $45  billion  just  on  the  bribes'  side  of  the  equation  in  lost  busi- 
ness, but  that  is  just,  as  I  indicated  in  the  testimony,  the  tip  of  the 
iceberg.  It  is  very  hard  to  estimate  what  the  total  impact  would  be, 
Mr.  Chairman. 

Mr.  Roth.  Thank  you,  Mr.  Secretary. 

Mr.  Secretary,  I  am  going  to  ask  the  chairman  of  the  full  commit- 
tee, Mr.  Oilman  if  he  has  any  questions  for  you. 

Mr.  Oilman.  Thank  you,  Mr.  Roth.  Just  a  few. 

Mr.  Secretary,  to  what  extent  has  the  Administration  tried  to  im- 
plement a  multilateral  code  of  conduct  outlawing  bribery,  or  at 
least  forbidding  certain  countries  from  allowing  their  companies  to 
write  off  bribes  as  business  expenditures? 

Secretary  Brown.  What  we  have  done  is  gotten  that  on  the  agen- 
da of  the  OECD,  Mr.  Chairman.  We  are  pressing  very  hard  for  that 
to  be  high  on  the  OECD  agenda.  We  don't  know  any  way  to  deal 
with  this  issue  other  than  through  multilateral  organizations. 

Obviously,  we  continue  to  press  countries  where  we  know  this  is 
going  on,  where  we  can  really  expose  those  practices,  but  it  seems 
to  me  that  we  have  got  to  press  with  even  more  fervor  for  inter- 
national organizations  to  really  focus  on  this  issue. 

I  had  the  opportunity  to  spend  a  little  bit  of  time  with  Ambas- 
sador Harriet  Babbitt  yesterday  in  conjunction  with  President 
Zedillo's  visit  here  to  the  United  States.  She  was  talking  about 
dealing  with  this  through  OAS  as  far  as  our  own  hemisphere  is 
concerned,  and  how  we  focus  on  these  kinds  of  really  anticompeti- 
tive practices  that  are  taking  place  in  our  own  hemisphere. 


Mr.  Oilman.  Has  such  a  code  of  conduct  ever  been  suggested  in 
the  United  Nations? 

Secretary  Brown.  I  don't  know  about  the  United  Nations.  It  has 
been  suggested  in  the  OECD,  Mr.  Chairman. 

Mr.  Oilman.  That  would  be  an  international  code  of  conduct? 

Secretary  Brown.  It  would  be  a  code  of  conduct  that  would  be 
adopted  by  each  of  the  countries  in  OECD,  but  it  could  be  handled 
on  a  multilateral  basis  as  well. 

Mr.  Oilman.  Is  such  a  code  being  floated  around? 

Secretary  Brown.  I  don't  know  if  it  is  at  the  floating-around 
stage.  It  is  right  now  at  the  "trying  to  get  it  on  the  agenda  for  dis- 
cussion phase,"  Mr.  Chairman. 

Mr.  Oilman.  Are  there  particular  nations  that  give  us  the  most 
problems  with  regard  to  these  kinds  of  trade  practices? 

Secretary  Brown.  Yes,  there  are,  Mr.  Chairman.  I  think  your  as- 
sessment would  probably  be  very  close  to  what  the  findings  of  the 
report  are. 

Mr.  Oilman.  I  recently  had  given  to  me  an  article  that  came  out 
of  the  Washington  Times  that  says:  "China  Piracy  Of  U.S.  Products 
Surges  Despite  An  Accord."  It  is  a  very  recent  article,  and  said 
"China  is  replacing  Japan  as  America's  trade  nightmare,"  and  then 
they  go  on  to  recite  that  "six  months  after  Beijing  agreed  to  U.S. 
commands  and  a  clampdown  on  pirated  trademarks,  copyrights 
and  patents,  China's  production  of  illegal  compact  disks  has  actu- 
ally doubled,"  et  cetera,  et  cetera. 

Do  you  have  any  comment  with  regard  to  this  kind  of  problem 
with  China? 

Secretary  Brown.  Yes,  Mr.  Chairman.  It  is  one  of  the  issues  I 
am  going  to  be  taking  up  next  week.  I  leave  Sunday  for  China  to 
convene  a  meeting  of  the  United  States-China  Joint  Commission  on 
Commerce  and  Trade,  which  I  cochair  along  with  Minister  Madam 
Wu  Yi.  That  issue  will  be  an  issue  high  on  my  priority  list.  We  ne- 
gotiated a  good  agreement. 

There  were  some  early  crackdowns,  and  now  there  are  these 
kinds  of  reports.  They  are  of  great  concern  to  us.  Protection  of  in- 
tellectual property  rights  is  crucial  as  we  look  to  a  globalized  econ- 
omy, so  it  is  one  of  the  issues  I  will  be  dealing  with  when  I  get 
there. 

Mr.  Oilman.  Please  do  take  it  up.  I  hope  you  can  make  some  bet- 
ter progress  than  they  have  done  to  date. 

You  mentioned  the  $3.5  billion  of  export  credits  that  were  offered 
to  China  by  Oermany,  have  those  undercut  our  sales  in  this  coun- 
try? 

Secretary  Brown.  No  question  about  that,  Mr.  Chairman.  Fi- 
nancing is  obviously  one  of  the  big  factors  in  being  able  to  bring 
these  major  global  deals  to  fruition,  and  we  have  been  behind.  I 
think  we  have  done  some  catching  up  under  the  leadership  of  Ken 
Brody  at  the  Eximbank  and  Ruth  Harkin  at  OPIC,  but  our  foreign 
competitors  are  still  doing  a  lot  more. 

Mr.  Oilman.  Just  one  last  question.  I  have  overextended  my 
time. 

Mr.  Secretary,  in  the  National  Export  Strategy  Report  that  you 
released  today,  it  includes  Vietnam  as  a  key  market  at  the  heart 
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of  our  efforts  to  promote  exports.  How  much  funding  has  been  ex- 
pended to  open  the  markets  in  Vietnam? 

Secretary  Brown.  Well,  as  you  know,  the  President  made  a  re- 
cent decision  on  our  engagement  with  Vietnam.  We  have  taken  it 
step  by  step  since  the  beginning  of  this  Administration.  There  is  no 
question  that  the  path  has  been  laid  out  in  a  very  clear  way. 

We  have  just  opened  a  commercial  office  in  Vietnam,  staffed  by 
a  senior  official  of  our  United  States  Commercial  Service.  We  in- 
tend to  increase  our  efforts  there.  We  have  all  read  about  what  the 
French  are  doing,  what  the  Japanese  are  doing,  what  the  Chinese 
are  doing.  It  is  an  important  market  for  us.  We  see  it  as  an  impor- 
tant part  of  the  whole  ASEAN  community. 

We  started  with  Indonesia  being  the  single-identified  big  emerg- 
ing market  in  that  part  of  the  world.  We  have  now  expanded  that 
to  include  all  of  the  ASEAN  countries,  where  we  see  great  oppor- 
tunity for  growth,  and  Vietnam  is  obviously  one  of  those  countries. 

Mr.  Oilman.  Are  Exim  and  OPIC  going  to  try  to  enter  the  mar- 
ket? 

Secretary  Brown.  They  are  not  there  yet,  Mr.  Chairman.  As  I  in- 
dicated, we  have  taken  it  one  step  at  a  time.  We  have  other  con- 
cerns in  our  relationship  with  Vietnam,  and  we  are  trying  to  work 
those  through  in  a  deliberate  way  as  we  move. 

Mr.  Oilman.  I  hope  you  won't  forget  to  remind  them  they  still 
have  a  responsibility  to  inform  us  of  their  accounting  on  the  MIAs. 

Secretary  Brown.  That  is  exactly  the  point  to  which  I  was  allud- 
ing, Mr.  Chairman.  We  want  to  make  sure  that  that  moves  at  the 
speed  we  expect  as  we  increase  our  commercial  relationship. 

Mr.  Oilman.  Thank  you,  Mr.  Secretary. 

Thank  you,  Mr.  Chairman. 

Mr.  Roth.  Chairman  Oilman,  in  response  to  one  of  your  ques- 
tions, you  will  be  happy  to  hear  that  we  are  having  a  hearing  on 
patent  violations  on  October  25th  at  1  p.m. 

Mr.  Bereuter,  do  you  have  any  questions? 

Mr.  Bereuter.  Thank  you,  I  do,  Mr.  Chairman. 

Secretary  Brown,  thank  you  very  much  for  your  testimony,  both 
in  the  closed  session  and  in  this  open  session.  I  appreciate  the  ag- 
gressive leadership  you  are  trying  to  provide  our  government  in  ex- 
port promotion  and  development.  I  think  you  have  done  an  excep- 
tional job  in  that  respect. 

Mr.  Roth  and  I  and  others  are  involved,  as  you  know,  on  this 
controversy  about  whether  to  eliminate  the  Department  of  Com- 
merce, and  as  a  minimum,  we  are  trying  to  make  a  silk  purse  out 
of  the  remains,  at  least  by  consolidating  and  strengthening  the 
trade  function,  if  that  is  the  only  alternative  to  a  complete  dis- 
mantlement. 

I  would  like  to  focus  my  remarks  on  the  National  Export  Strat- 
egy, and  I  do  that  in  part  to  talk  a  little  bit  about  the  export  pro- 
motion programs  of  the  Federal  Grovernment. 

Mr.  Roth's  legislation,  and  several  other  pieces  of  legislation, 
point  out  what  a  huge  number  of  export  promotion  programs  we 
have  in  the  Federal  Oovernment.  This  third  report  does  a  couple 
of  very  positive  things.  It  does  focus  on  the  importance  of  advocacy 
by  the  President  and  top  appointed  leaders  in  the  executive  branch, 
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it  does  identify  competing  nations'  support.  But  I  need  to  also  say 
what  it  doesn't  do. 

This  is  the  third  report,  but  still  we  don't  have  a  unified  export 
promotion  budget  yet,  and  that  is  one  of  the  recommendations — I 
think  it  was  even  found  in  the  first  annual  report.  The  1992  Trade 
Promotion  Coordinating  Committee  in  that  year  was  created  to 
"among  other  things,  prevent  unnecessary  duplication  in  Federal 
export  promotion  activities  and  to  identify  areas  of  overlap  and  du- 
plication among  Federal  export  promotion  activities  and  propose 
means  of  eliminating  them." 

In  that  first  report  to  Congress  of  the  TPCC,  they  made  65  rec- 
ommendations, yet  none  of  the  recommendations  specifically  pro- 
posed eliminating  any  export  promotion  programs. 

In  its  second  report  to  Congress,  the  TPCC  identified  14  Federal 
agencies  involved  in  export  promotion  activities  for  a  total  cost  of 
$3.3  billion.  That  probably  greatly  underestimated  it. 

According  to  the  Library  of  Congress,  more  recently  they  have 
identified  150  separate  export  promotion  programs  in  at  least  15 
Federal  agencies,  but  in  this  third  annual  report  we  still  find  no 
specific  recommendations  about  consolidation  or  elimination  of  ex- 
port promotion  activities  within  the  Federal  Government.  One  has 
to  wonder  if  we  can't  use  our  resources  more  efficiently. 

The  United  States  Information  Agency,  for  example,  has  an  ex- 
port promotion  budget  which  is  three  times  as  big  as  the  entire  op- 
erations of  the  USTR.  They  spent  three  times  as  much  on  export 
promotion. 

Both  AID  and  USIA  are  flying  businessmen  and  others  abroad 
for  export  missions,  and  I  really  wonder  if  in  fact  there  isn't  an  op- 
portunity for  us  to  begin  to  consolidate  those  export  promotion  pro- 
grams, and  in  the  process  be  cost-effective,  and  second,  make  them 
more  efficient  in  accomplishing  their  purposes. 

I  don't  know  if  there  is  anything  you  would  like  to  say  about  this, 
but  I  think  the  recommendations  about  a  unified  export  promotion 
budget  and  about  eliminating  overlapping  functions — it  is  time  we 
do  that  or  you  ask  the  Congress  to  do  it  with  very  specific  rec- 
ommendations about  which  agencies  you  think  ought  to  be  com- 
bined, if  you  can't  do  it  by  executive  action. 
•   Thank  you  for  listening. 

Secretary  Brown.  Thank  you  very  much,  Mr.  Bereuter. 

Let  me  comment  on  a  number  of  things  that  you  said.  First,  I 
think  you  have  a  valid  criticism.  The  unified  budget  issue  is  a 
tough  one  to  resolve,  and  you  and  the  Congress  certainly  appre- 
ciate that,  too. 

I  notice  in  the  deliberations  on  the  farm  bill  and  other  things, 
these  are  very  difficult  issues.  I  think  we  have  made  major  steps 
toward  doing  that.  One  is  to  kind  of  evaluate  what  is  going  on  in 
those  programs.  We  now  have  the  method  of  analysis  that  allows 
us  to  move  forward  on  the  unified  budget. 

On  the  issues  that  you  raised  about  the  department  and  the 
trade  promotion  functions,  we  appreciate  very  much,  Mr.  Bereuter, 
your  support  and  the  support  of  others  who  were  here  today  for  our 
effi)rts.  I  wish,  though,  that  we  could  look  at  export  promotion,  that 
we  could  look  at  trade  not  through  the  narrow  traditional  prism. 
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The  fact  is,  Mr.  Bereuter,  and  I  think  you  know  this,  that  all  of 
these  things  really  fit  together. 

First  and  foremost,  you  have  got  to  have  something  to  export, 
you  have  got  to  have  something  somebody  wants  to  buy.  It  means 
you  have  to  have  a  manufacturing  process  to  create  it,  that  is  a 
manufacturing  process  that  uses  the  latest  technology.  It  means 
that  you  have  to  have  goods  and  products  that  have  used  tech- 
nology to  be  out  front  on  the  cutting  edge,  so  technology  has  to 
have  a  confluence  with  trade.  You  need  economic  data  and  statis- 
tics. 

Our  Bureau  of  Economic  Analysis  gives  the  data  that  you  need 
to  make  intelligent  business  decisions.  You  need  a  Minority  Busi- 
ness Development  Agency  so  that  the  minorities  of  America  feel 
that  their  role  in  our  economy  is  not  only  to  participate  as  workers 
but  as  entrepreneurs. 

You  need  a  telecommunications  operation  because  some  of  the 
key  exports  of  the  future  are  telecommunications  technology.  You 
might  be  surprised  to  hear,  although  I  am  sure  you  are  not,  that 
NOAA  does  a  lot  of  work  in  the  area  of  sustainable  development. 
Environmental  technology  could  be  the  biggest  export  that  America 
has,  so  I  think  what  we  have  tended  to  do,  Mr.  Bereuter,  as  we 
look  at  what  I  think  are  ludicrous  suggestions  about  eliminating 
the  Commerce  Department,  is  to  talk  about  trade  in  the  narrowest 
kind  of  context. 

It  is  not  only  those  agencies  of  the  executive  branch  of  govern- 
ment that  have  trade  in  their  title  or  do  something  about  exports, 
but  it  is  those  things  that  allow  us  to  have  something  to  export. 
They  all  fit  together,  and  I  would  hope  that  as  this  process  contin- 
ues in  the  House  of  Representatives,  those  of  you  who  feel  strongly 
that  way,  who  have  paid  attention  to  these  issues,  who  have  fol- 
lowed them,  will  stand  up  and  say  so. 

I  guess  the  most  frustrating  thing  for  me  is  to  talk  to  Members 
of  Congress  whom  I  have  known  for  years,  whom  I  respect  and 
trust,  who  tell  me.  Secretary  Brown,  you  are  doing  a  great  job,  we 
have  never  seen  the  Commerce  Department  operate  as  efficiently, 
so  we  want  to  eliminate  you.  I  mean,  there  is  a  gap  in  logic  there 
that  I  hope  will  be  recognized  by  Members  of  the  Congress  when 
they  deliberate  on  these  issues. 

The  suggestions,  in  my  view,  would  be  at  best  penny-wise  and 
pound  foolish.  I  don't  know  what  the  final  recommendations  will 
be,  but  they  will  all  proliferate  agencies. 

They  take  an  agency  that  is  working  synergistically  and,  well, 
shuffle  boxes  around,  and  I  can  assure  you,  Mr.  Bereuter  and  oth- 
ers, it  will  save  the  American  taxpayer  not  one  penny.  It  will  make 
government  less  efficient,  it  will  make  us  less  productive  and  less 
competitive,  and  I  hope  that  Members  of  Congress  will  stand  up 
against  it. 

Mr.  Bereuter.  I  just  say  one  thing  to  you,  Secretary  Brown,  very 
candidly,  we  are  driven  by  an  irrational  objective  of  eliminating  one 
Cabinet  Department.  By  a  series  of  circumstances.  Commerce  is 
the  unlucky  short  straw. 

Mr.  Roth,  myself,  and  others  would  like  to  create  a  Department 
of  Trade  and  Industry,  which  we  would  transform  Commerce  into 
that  agency,  but  unfortunately  that  approach  which  has  been  long 
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discussed  has  one  problem  with  it — it  doesn't  eliminate  a  depart- 
ment, and  that  is  the  driving  factor  for  some  people  in  this  Con- 
gress, and  so  the  best  you  can  hope  for,  I  think,  is  a  presidential 
veto. 

Secretary  Brown.  Your  explanation  confirms  my  comment  in 
earlier  hearings  that  it  is  trophy-hunting.  I  think  it  is  very  unfortu- 
nate. I  hope  we  never  get  to  a  presidential  veto,  although  I  am  sure 
that  the  President  will  veto  such  legislation.  Therefore,  I  think  it 
probably  wastes  a  lot  of  the  time  of  this  body  to  consider  such  ac- 
tion. But  I  also  am  hopeful  that  the  Senate  of  the  United  States 
does  not  see  it  the  same  way,  and  I  would  hope  that  when  the  con- 
ference comes  about,  those  proposals  won't  see  the  light  of  day.  I 
am  confident  if  they  do,  the  President  will  veto  such  legislation. 

Mr.  Bereuter.  Thank  you,  Mr.  Chairman. 

Mr.  Roth.  Thank  you,  Mr.  Bereuter. 

Mr.  Secretary,  you  can  see  there  are  some  Members  in  Congress 
who  do  say  in  public  what  is  said  in  private.  Golly,  Doug,  that  was 
a  tough  statement. 

Secretary  Brown.  I  appreciate  it,  Mr.  Chairman. 

Mr.  Roth.  I  also  want  to  say,  Mr.  Secretary,  before  we  go  to  Mr. 
Manzullo,  that  you  have  another  department,  one  of  the  people  you 
are  working  with  is  Greg  Farmer,  USTTA.  People  have  no  idea  of 
what  travel  and  tourism  brings  into  America.  That  is  the  greatest 
story  that  is  untold,  and  we  have  just  got  to,  Mr.  Secretary,  men- 
tion that  story. 

I  know  you  are  going  to  have  a  White  House  conference  on  the 
30th  and  31st,  but  you  talk  about  jobs,  you  talk  about  the  21st  cen- 
tury, you  talk  about  where  the  jobs  are,  not  only  here  but  globally, 
it  is  in  travel  and  tourism.  Everybody  is  totally  asleep  on  it. 

Secretary  Brown.  I  couldn't  agree  with  you  more,  Mr.  Roth.  As 
you  know,  we  have  got  a  very  nominal  budget,  smaller  than  the 
budget  of  almost  every  State  in  the  Union,  and  nowhere  in  the  ball- 
park of  our  foreign  competitors. 

We  seem  to  have  an  attitude  in  the  United  States  that  just  ev- 
erybody wants  to  come  to  America,  and  we  don't  have  to  do  any- 
thing to  compete  for  tourists.  The  travel  and  tourism  industry  em- 
ploys 6  million  Americans.  Some  have  argued  that  it  is — and  some 
of  the  data  supports  the  assertion — our  biggest  export,  so  you  are 
absolutely  right. 

I  am  hopeful  that  the  White  House  Conference  on  Travel  and 
Tourism  will  give  us  some  insights  into  how  we  ought  to  move  in 
the  future. 

I  mentioned  the  Senate,  the  Senate  did  put  back  $12  million  in 
their  appropriations  bill,  and  I  am  hopeful  that  when  the  conferees 
get  together  that  agency  will  survive. 

Mr.  Roth.  I  certainly  hope  so,  Mr.  Secretary.  Let  me  just  say 
that  one  of  the  great  remaining  shoe  companies  was  here  in  Amer- 
ica, even  just  a  few  short  years  ago.  But  they  didn't  have  salesmen 
on  the  road.  They  didn't  sell.  What  happened?  They  are  out  of  busi- 
ness. Shoe  companies  that  weren't  nearly  as  good  now  have  the 
markets. 

I  hope  that  doesn't  happen  in  travel  and  tourism. 

Mr.  Manzullo. 

22-159  -  96  -  2 
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Mr.  Manzullo.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  the 
area  with  which  most  of  the  members  here  are  familiar  with  in  the 
Department  of  Commerce  really  involves  trade.  Trade  makes  up 
really  a  small  part  of  the  Department  of  Commerce  because  most 
of  it  is  Census  and  NOAA.  We  want  you  to  know  that  we  com- 
pliment you  because  we  know  that  you  get  involved  personally  in 
bringing  together  companies  doing  business  overseas.  We  know 
that  firsthand.  We  commend  you  for  it,  and  we  have  heard  some 
incredible  stories  how  you  stayed  up  through  the  night  in  order  to 
bring  these  partnerships  together. 

I  say  that  not  to  flatter  you,  but  to  bring  attention  to  the  fact 
that  the  members  here  now  really  want  a  Department  of  Trade.  To 
us,  it  is  more  important  that  we  export  overseas  than  it  is  to  nomi- 
nally eliminate  an  agency.  You  realize  it  is  nothing  personal  on  our 
part  because  we  commend  you  for  the  frontline  work  that  you  have 
done. 

One  of  the  interesting  things  that  I  found  involved  in  trade  pro- 
motion that  follows  up  on  Mr.  Bereuter's  question  is,  my  Small 
Business  Subcommittee  on  Exports  asked  the  Department  of  Com- 
merce to  come  up  with  a  flow  chart  as  to  how  the  different  trade 
promotion  programs  worked  and  interfaced  with  different  Federal 
Government  agencies. 

You  have  probably  seen  the  famous  bull's  eye.  Nobody  could  real- 
ly understand  what  it  represented.  I  don't  think  this  precipitated 
the  dismantling  of  the  Department  of  Commerce,  but  we  really  do 
believe  sincerely  that  there  has  to  be  a  better  way  to  coordinate 
trade  promotion  activities  overseas. 

One  of  the  interesting  things  is  what  is  happening  in  the  explo- 
sive area  of  food  exports.  I  will  give  you  an  example.  Hormel  has 
a  factory  in  the  district  that  I  represent.  The  Japanese  have  devel- 
oped a  taste  for  pork  tenderloins,  and  there  are  now  being  shipped 
from  Rochelle,  Illinois,  44,000  pounds  of  pork  tenderloins.  The  pig- 
skins are  then  sent  to  Slovenia. 

It  is  absolutely  incredible  what  is  going  on  in  trade,  and  I  just 
feel  that  somewhere  along  the  line  you  have  to  implement  some  of 
the  suggestions  that  Mr.  Bereuter  has  put  to  you  regarding  stream- 
lining the  trade  promotion  activities  of  the  Federal  Government. 
We  are  not  here  to  criticize  the  people  who  are  involved  in  the  dif- 
ferent agencies  because  I  have  met  with  many  of  them.  Every  sin- 
gle one  is  honest.  Every  single  one  is  hard-working.  Every  single 
one  is  sincere.  However,  it  just  becomes  a  little  frustrating  when 
we  are  working  with  so  many  agencies. 

The  second  thing  is  we  just  concluded  a  hearing  in  the  Small 
Business  Subcommittee  on  Exports  yesterday  where  we  brought  in 
the  Department  of  Commerce,  Dun  &  Bradstreet  with  its  new 
IBEX  system  of  finding  markets  overseas,  and  Bryant  College  in 
Rhode  Island. 

You  probably  know  Dr.  Bill  Trueheart  at  Bryant  College.  They 
take  the  statistics  that  are  provided  by  the  Bureau  of  Census  and 
other  government  agencies  and  make  them  more  user-friendly. 
Only  230  people  out  of  10,000  employees  at  the  Bureau  of  the  Cen- 
sus provide  trade  information.  A  very  small  handful  of  people, 
probably  less  than  600  in  the  entire  Federal  Government,  are  in- 
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volved  in  compiling  trade  statistics  and  are  in  on  the  ground  floor 
of  the  trade  promotion  programs. 

It  is  not  a  question,  but,  again,  it  is  a  suggestion  for  something 
to  mull  about  on  trying  to  sit  down  with  the  people  involved  in 
trade  promotion.  I  have  encouraged  them  in  the  past  to  come  up 
with  their  own  plan  and  their  own  strategy  as  to  how  to  bring  all 
these  different  groups  together. 

Secretary  Brown.  Well,  thank  you,  Mr.  Manzullo.  I  don't  mini- 
mize at  all  the  concern  that  you  and  Mr.  Bereuter  have  voiced.  It 
is  one  that  I  share.  I  do  honestly  think,  though,  that  the  first  and 
very  important  step  to  doing  this  is  the  work  of  the  TPCC. 

For  the  first  time,  we  have  begun  to  pull  together  and  coordinate 
these  activities.  We  have  got  to  do  more.  There  is  absolutely  no 
question  about  it.  I  do  think,  though,  that  some  consolidation  that 
might  look  good  when  you  first  consider  it  is  a  bad  idea. 

For  example,  the  consolidation  of  Commerce  and  USTR  is  a  bad 
idea.  I  know  many  of  you  on  this  committee  think  that  as  well. 
They  perform  very  different  functions.  It  is  true  that  they  are  both 
involved  in  trade,  but  a  negotiator  considers  a  whole  myriad  of  is- 
sues when  he  or  she  is  negotiating.  That  is  not  an  advocacy  role. 
It  is  a  different  kind  of  role,  and  to  saddle  USTR  with  enforcement 
of  our  antidumping  and  countervailing  duty  laws,  with  things  such 
as  that  makes  you  a  much  weaker  negotiator,  and  frankly  weakens 
the  advocacy  efforts  of  the  Commerce  Department. 

I  don't  know  how  anyone  could  consider  taking  USTR,  which  is 
a  very  small,  narrowly  focused  operation  in  the  Executive  Office  of 
the  President  and  dumping  a  couple  of  thousand  people  from  the 
International  Trade  Administration,  which  everybody  acknowledges 
is  working  well,  into  that  office.  It  just  doesn't  make  any  sense. 

I  haven't  seen  the  final  proposals,  but  I  understand  that  is  one 
of  the  suggestions  being  made.  It  will  weaken  us  in  global  competi- 
tion. There  is  no  doubt  in  my  mind  about  this. 

Mr.  Manzullo,  this  isn't  about  preserving  an  institution.  This  is 
about  making  an  intelligent  judgment  about  how  we  promote  the 
economic  interests  of  the  United  States  and  how  we  do  it  most  ef- 
fectively. I  just  hope  that  as  these  deliberations  continue  that  that 
point  will  be  made.  This  is  about  America's  economic  future. 

Mr.  Manzullo.  Mr.  Secretary,  one  of  the  things  we  noted,  for  ex- 
ample, when  the  Department  of  Energy  and  the  EPA  have  an  Of- 
fice for  Export  Promotion,  I  just  don't  think  that  it  is  necessary  for 
them  to  have  a  separate  Office  of  Foreign  Trade.  I  understand 
what  you  are  saying  and  I  agree  with  you.  Believe  me,  we  have 
been  doing  some  royal  battles  up  here  on  carrying  that  standard 
because  we  believe  that  there  should  at  the  minimum  be  somebody 
at  the  secretarial  level  such  as  yourself  involved  in  foreign  trade. 
But  in  going  through  the  list  of  agencies  involved  in  export  pro- 
motion, we  find  a  better  use  for  the  valuable  dollars  used  in  export 
promotion.  Instead,  they  are  still  being  distributed  among  19  dif- 
ferent agencies  as  opposed  to  the  purpose  for  which  they  are  in- 
tended. 

Secretary  Brown.  Well,  some  have  suggested,  as  you  know,  Mr. 
Manzullo,  not  in  this  particular  debate,  but  that  others,  all  of  those 
trade  functions  be  pulled  into  the  Department  of  Commerce.  That 
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has  been  one  of  the  things  that  has  been  discussed  for  a  number 
of  years. 

Mr.  Manzullo.  That  would  help  if  there  is  a  Department  of 
Commerce  left. 

Secretary  Brown.  We  plan  to  have  one  left,  Mr.  Manzullo. 

Mr.  Manzullo.  Something  will  be  left.  Thank  you.  I  appreciate 
it. 

Mr.  Roth.  Thank  you,  Mr.  Manzullo.  Thank  you  for  your  excel- 
lent work.  I  have  to  mention  this.  Mr.  Manzullo  was  at  dinner  with 
myself  where  we  had  a  gentleman  by  the  name  of  Mike  Armstrong 
tell  a  whole  group  of  people  about  the  great  job  you  did  when  we 
went  down  to  South  America,  how  you  were  up  for  36  hours  with- 
out sleep  going  from  one  country  to  the  next  with  exporters  and  ev- 
eryone was  most  impressed,  and  I  think  it  is  important,  Mr.  Sec- 
retary, to  let  you  know  that. 

Secretary  Brown.  Thank  you,  Mr.  Chairman. 

Mr.  Roth.  Jan  Meyers. 

Incidentally,  I  paid  for  the  dinner.  The  day  Manzullo  pays  his 
way  is  the  same  day  Clinton  and  Gingrich  give  themselves  a  big 
bear  hug. 

Mrs.  Meyers.  Now  that  we  have  settled  that. 

Mr.  Manzullo.  We  had  Kansas  beef. 

Mrs.  Meyers.  Well,  that  was  all  right  then.  Do  other  countries 
complain  about  corrupt  practices?  Do  they  accuse  us  of  this  kind 
of  thing?  Have  we  made  an  attempt  to  address  the  problem  of  cor- 
rupt practices  in  any  of  our  trade  agreements  in  GATT  or  NAFTA? 
If  not,  why  not? 

It  seems  you  have  mentioned  that  we  have  tried  to  address  this 
in  OECD,  but  OECD  is  25  nations,  mostly  underdeveloped  nations. 
It  seems  like  a  fairly  limited  forum  to  be  addressing  the  problem 
of  corrupt  practices.  Is  there  not  some  way  we  can  turn  this  on 
countries  that  do  engage  in  corrupt  practices? 

Secretary  Brown.  There  certainly  is.  Actually,  OECD  is  the  orga- 
nization of  developed  nations.  Countries  like  Mexico,  for  example, 
have  just  gotten  into  OECD,  so  it  is  an  appropriate  body  for  deal- 
ing with  some  of  these  practices,  but  it  is  not  enough,  I  would  cer- 
tainly acknowledge.  I  am  not  aware  that  that  has  been  a  subject 
of  trade  negotiations,  either  in  the  Uruguay  Round  or  in  the 
NAFTA  negotiations.  I  think  we  have  to  continue 

Mrs.  Meyers.  I  wonder,  Mr.  Secretary,  why  not.  In  other  words, 
this  has  been  something  that  has  plagued  this  country  for  a  very 
long  time,  and  we  have  complained  about  it,  but  we  never  seem  to 
really  do  anything  about  it. 

Secretary  Brown.  I  think  we  have  complained  about  it,  but  we 
have  complained  about  it  based  on  anecdotes,  but  that  really  isn't 
enough.  I  think  the  beauty  of  this  report  is  that  this  is  really  a  fac- 
tual basis  for  us  to  proceed  on.  It  is  not  just  a  newspaper  story. 
It  is  not  just  somebody  said  that  somebody  said  that  somebody 
said.  This  is  substantiated. 

I  think  now  that  we  have  that,  we  can  proceed  in  a  much  more 
aggressive  way  to  deal  with  this  issue.  You  asked  the  question 
about  anyone  having  made  that  accusation  against  us.  As  far  as  I 
know,  that  is  rare,  although  there  were  some  situations  in  the  Bra- 
zilian Amazon  Surveillance  Project  when  the  French  were  so  angry 
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about  the  fact  that  we  won;  that  is,  an  American  consortium  won 
led  by  Raytheon,  that  they  impHed  such  things,  but  obviously  no 
such  things  ever  occurred,  and  there  has  been  no  substantiation  to 
any  of  those  charges. 

Mrs.  Meyers.  You  have  mentioned  that  publicizing  specific  in- 
stances of  these  questionable  foreign  practices  might  do  some  good, 
assuming  that  we  can  do  this  without  endangering  any  of  our  own 
intelligence  sources.  Is  that  an  effective  way  to  deal  with  discourag- 
ing this  activity  or  if  we  can't  even  name  them,  I  mean,  if  we  can't 
address  it  except  in  a  secret  report  and  we  are  so  concerned  about 
naming  names  of  companies  and  countries,  how  can  we  ever  hope 

Secretary  Brown.  There  is  nothing  that  keeps  us  from  calling 
such  accusations  to  the  attention  of  foreign  officials  when  we  are 
meeting  with  them.  For  example,  if  you  get  information  that  some- 
thing is  going  on,  that  the  bidding  process  for  a  particular  deal  is 
not  a  transparent  process. 

We  can  certainly  make  note  of  that  in  our  bilateral  meetings 
with  officials  of  other  countries  as  a  way  to  make  sure  that  they 
know  that  we  know  what  is  going  on  without  dealing  with  our  in- 
telligence agencies  at  all.  We  have  United  States  commercial  offi- 
cers all  over  the  world  who  follow  these  various  projects  closely  and 
often  that  kind  of  information  comes  to  light  through  normal 
sources,  not  necessarily  intelligence  sources. 

Mrs.  Meyers.  And  finally,  what  economic  sanctions  can  we  apply 
against  companies  or  countries  that  do  engage  in  bribery  or  extor- 
tion? Is  it  just  a  general  sanction  targeted? 

Secretary  Brown.  At  present,  as  far  as  I  know,  there  is  nothing 
in  our  law  that  gives  us  the  authority  to  impose  those  kinds  of 
sanctions.  So  as  we  are  trying  to  deal  with  these  issues  in  multilat- 
eral fora,  such  as  OECD,  at  the  very  least  we  need  to  build  up  our 
efforts  to  be  competitive,  to  be  more  effective  advocates,  to  have 
more  people,  as  the  Chairman  said,  out  there  selling.  It  is  hard  to 
make  a  deal  unless  you  ask  for  the  order. 

We  have  got  to  have  people  out  there  helping  to  ask  for  the 
order,  and  I  think  we  have  been  effective  in  that  in  the  last  couple 
of  years,  but  there  is  much  more  to  be  done.  There  is  no  doubt 
about  that.  We  are  catching  up. 

Mrs.  Meyers.  So  when  you  talk  about  being  more  aggressive, 
you  are  really  talking  about  Americans  being  more  aggressive  and 
not  more  aggressive  in  trying  to  change  the  practices  of  other  coun- 
tries? 

Secretary  Brown.  No,  I  am  really  talking  about  both.  I  think  we 
have  to  do  both  simultaneously.  I  don't  think  it  is  one  or  the  other. 
We  need  to  do  both  if  we  are  going  to  be  successful  in  the  global 
arena. 

Mrs.  Meyers.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Roth.  Thank  you,  Mrs.  Meyers. 

Mr.  Frazer. 

Mr.  Frazer.  Thank  you,  Mr.  Chairman. 

Secretary  Brown,  As  an  attorney,  you  recognize  that  every  posi- 
tion is  defensible,  irrespective  of  how  impractical  that  may  appear, 
and  I  think  there  is  a  move  within  this  Congress  to,  as  somebody 
has  said,  collect  trophies.  The  Department  of  Commerce  does  not 
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have  the  kind  of  constituency  as  agriculture,  steel,  automobile,  so 
we  don't  have  members  who  are  running  out  to  defend  this 
hysteria  of  getting  rid  of  this  agency. 

It  is  my  understanding  that  Commerce  has  been  around  for  82 
years.  Somehow  it  has  been  a  good  agency  until  this  year  when  it 
is  important  that  some  members  appear  to  be  streamlining  govern- 
ment by  attacking  the  agency  that  has  the  least  obvious  constitu- 
ency, the  Department  of  Commerce.  I  suppose  you  can  rationalize 
the  behavior,  but  then  again  there  is  much  that  can  be  rationalized 
as  to  what  is  happening  currently  in  the  Congress  of  the  United 
States. 

As  you  have  explained,  the  Trade  Promotion  Coordinating  Com- 
mittee has  been  very  successful  in  coordinating  U.S.  export  pro- 
motion and  creating  export-based  jobs  in  this  country.  Could  you 
tell  us  how  important  is  the  departmental  status  of  the  Depart- 
ment of  Commerce  in  order  to  lead  the  Trade  Promotion  Coordinat- 
ing Committee  and  what  effect,  in  your  opinion,  would  dismantling 
the  Department  of  Commerce  have  on  the  United  States  Govern- 
ment's ability  to  conduct  its  own  trade  advocacy? 

Before  you  answer,  let  me  say,  we  are  here  speaking  about  the 
name.  Commerce  or  Trade.  If  it  is  that  important  that  the  name 
"trade"  supplant  the  name  "commerce",  why  don't  we  just  suggest 
that  we  get  rid  of  the  Department  of  Commerce  by  name  and  just 
change  its  name  to  the  Department  of  Trade,  because  that  seems 
to  be  the  driving  order  around  here.  Let's  focus  on  trade  and  get 
rid  of  commerce.  I  would  vote  for  that. 

Let's  vote  for  trade  rather  than  commerce.  As  one  whose  econ- 
omy is  based  primarily  on  tourism,  the  Virgin  Islands,  I  recognize 
the  importance  of  trade  and  commerce  because  I  have  a  difficult 
time  separating  the  two,  but  for  want  of  hanging  a  trophy  in  the 
name  of  streamlining  government  and  getting  rid  of  duplication  of 
efforts,  somehow  your  department  has  become  the  target. 

You  don't  have  a  constituency  that  is  prepared  to  defend  you, 
and  the  young  Turks  or  the  new  Turks  have  to  somehow  give  the 
impression  that  they  are  making  government  better  for  all  of  us. 

Would  you  please  explain  what  you  have  done  over  and  over  and 
the  importance  of  departmental  status  and  do  you  see,  do  you 
make  a  distinction  between  trade  and  commerce? 

Secretary  Brown.  Well,  first,  it  is  obviously  crucial  that  there  be 
Cabinet-level  status  for  these  functions.  It  is  unthinkable  that  the 
United  States  of  America  would  be  the  only  country  in  the  world 
where  the  private  sector,  the  business  community,  has  no  seat  at 
the  Cabinet  table,  and  in  view  of  this  report,  to  talk  about  lowering 
the  level  of  these  functions  within  our  government  is  absurd  on  its 
face.  We  are  talking  about  global  competition,  the  kind  of  which  we 
have  never  seen,  and  to  think  that  in  this  particular  time,  at  this 
particular  moment  in  history,  that  we  would  have  anything  but  a 
Cabinet-level  agency  just  is  irrational,  and  that  is  why  I  think 
members  of  the  committee  who  are  here  support  Cabinet  status. 

It  would  have  a  very  negative  effect  on  our  ability  to  perform,  to 
get  things  done,  to  represent  America's  commercial  interests.  I 
think  it  ought  to  be  clear  that  we  understand  the  tenor  of  the 
times,  that  we  understand  the  need  for  rightsizing  and  downsizing 
and  belt  tightening  and  doing  more  with  less.  That  is  a  given. 
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Frankly,  the  appropriators  have  already  taken  care  of  that,  so  if 
this  was  about  saving  money,  that  has  been  done,  which,  again, 
makes  it  apparent  that  this  has  nothing  to  do  with  saving  money. 
The  proposals  on  the  table  would  cost  the  taxpayers  money,  so  I 
think  your  points,  Mr.  Frazer,  are  very  well  taken. 

Now,  you  have  to  do  more  than  say  that  you  understand  the 
need  for  rightsizing.  We  have  done  it,  through  the  Vice  President's 
Reinventing  Grovernment  approach.  We  have  a  proposal  that  is 
being  implemented  that  saves  $1.4  billion  over  the  next  4  years  in 
the  Commerce  Department,  when  our  annual  budget  now  is  only 
about  $4  billion  a  year.  We  would  do  that  by  reducing  a  staff  by 
20  percent  between  now  and  the  year  2000,  so  we  have  a 
reinvention  plan  in  place. 

Already,  the  Patent  and  Trademark  Office  is  totally  fee-funded. 
It  is  fee-funded.  NTIS,  fee-funded.  So  we  are  looking  at  ways  all 
the  way  along  the  line  to  consolidate,  to  save  money,  to  be  more 
effective,  and  that  is  why  these  proposals  really,  when  you  analyze 
them,  are  absolutely  ludicrous.  What  they  do  is  they  tear  apart 
something  that  any  objective  observer  will  acknowledge  is  function- 
ing well.  It  makes  no  sense,  so  I  very  much  agree  with  the  essence 
of  your  comments.  Congressman  Frazer. 

Mr.  Frazer.  Chairman  Roth,  in  light  of  the  fact  that  I  am  the 
only  one  over  here,  I  beg  your  indulgence  to  make  another  com- 
ment to  Secretary  Brown. 

Mr.  Roth.  Please  go  ahead. 

Mr.  Frazer.  And  ask  for  his  comment. 

Secretary  Brown,  when  this  issue  first  came  before  this  commit- 
tee and  Representative  Chrysler  and  others  came  here  supporting 
the  dismantling  of  Commerce,  it  was  said  that  the  reasoning  or 
driving  force  was  a  duplication  of  efforts. 

While  I  recognize  that  we  have  a  Department  of  Housing,  HUD, 
and  there  also  is  Farmers  Home  and  Department  of  Agriculture, 
but  no  one  proposed  getting  rid  of  Agriculture  because  it  is  in- 
volved in  housing.  Also,  there  are  educational  matters  in  Agri- 
culture such  as  historically  black  colleges  and  universities,  but  no- 
body is  getting  rid  of  that  agency  because  it  duplicates  efforts  at 
the  Department  of  Energy. 

Have  you  brought  the  proposition  that  your  agency  so  duplicates 
other  efforts  such  as  trade  that  it  is  time  to  get  rid  of  this  82-year- 
old  agency? 

Secretary  Brown.  Well,  frankly,  some  of  the  methodology  used, 
and  I  heard  Congressman  Chrysler,  when  he  first  made  his  claim 
about  duplication  by  some  70  other  agencies,  the  methodology  is  so 
faulty  that  if  applied  to  the  Agriculture  Department,  they  would 
find  that  the  Agriculture  Department  shares  missions  with  131 
agencies.  If  it  were  applied  to  the  Treasury  Department,  they 
would  find  they  share  missions  with  107  agencies  and  departments. 
If  it  were  applied  to  the  Defense  Department,  it  would  share  mis- 
sions with  65  other  departments  and  agencies.  It  underscores  the 
absurdity  of  the  methodology  used. 

I  mean,  what  it  does  is  it  says  there  is  duplication  because  there 
is  Eximbank  and  there  is  a  Commerce  Department.  Well,  the 
Eximbank  has  a  different  function,  OPIC  has  a  different  function. 
Is  it  true  that  they  have  something  to  do  with  trade?  Yes.  But  they 
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have  a  totally  different  function  in  that  regard  than  the  Commerce 
Department  has,  so  I  think  those  claims  of  duplication  are  grossly 
exaggerated. 

Mr.  Roth.  Mr.  Secretary,  let  me  just  say  to  Mr.  Frazer  that  he 
and  I  share  somewhat  of  a  responsibility.  For  example,  I  know  that 
he  is  very  much  interested  in  tourism.  I  happen  to  be  chairman  of 
the  Travel  and  Tourism  Caucus,  and  I  appreciate  his  good  work  in 
tourism.  But  you  know  we  spend  more  on  beekeepers  than  we  do 
on  the  entire  tourist  industry  and  tourism  is  either  the  largest  or 
the  second  largest  job  producer  in  every  congressional  district  in 
America.  I  don't  see  any  people  from  the  travel  and  tourist  industry 
coming  in  and  g^-abbing  me  by  the  coat  lapel  saying.  Congressman, 
you  have  to  do  something  about  the  Commerce  Department. 

It  is  when  our  constituency  wakes  up,  Mr.  Frazer,  and  I  think 
you  and  I  have  an  obligation  in  that  area.  Wouldn't  you  say  that 
that  is  probably  somewhat  correct,  Mr.  Secretary? 

Secretary  Brown.  Yes,  I  would.  I  would  dispute  Mr.  Frazer's 
comments  about  no  constituency,  although  I  agree  with  the  essence 
of  his  comments.  At  one  of  the  hearings  I  was  in,  I  took  a  box  of 
2,000  letters  from  business  leaders  around  the  country  arguing 
that  it  was  absurd  to  talk  about  dismantling  the  Commerce  De- 
partment, and  many  of  the  business  organizations,  particularly  the 
small  business  exporters  associations  have  been  very  vocal  in  their 
support. 

I  think  one  of  the  reasons  why  you  didn't  hear  much  early  on 
was  because  nobody  believed  that  anyone  could  be  serious  about 
these  proposals.  They  said,  well,  this  is  just  a  couple  of  people  with 
an  idea  that  doesn't  make  any  sense  and  it  is  not  going  to  go  any- 
where and  they  were  stunned  that  it  actually  gained  some  momen- 
tum. 

Mr.  Roth.  Mr.  Secretary,  I  want  to  thank  all  of  the  Congressmen 
that  were  here  today  for  the  classified  and  for  the  open  session 
here.  Let  me  just  say  that  your  report  to  the  Congress  today  is 
really  quite  shaky  because,  simply  put,  what  we  are  saying  is  that 
we  not  only  believe,  but  we  have  hard  evidence  and  at  least  200 
cases.  There  are  countries  out  there  targeting  U.S.  firms,  bribery, 
extortion,  and,  quite  frankly,  some  of  our  closest  allies,  and  we  are 
spending  billions  of  dollars  to  defend  these  people. 

This  is  very  discouraging,  very  upsetting,  and  I  want  you  to 
know  as  one  Congressman  I  intend  to  do  something  about  this. 
This  report,  we  are  going  to  use  this.  I  am  going  to  go  to  the  floor 
of  the  Congress,  I  am  going  to  talk  to  our  Congressmen  in  the 
cloakroom  and  tell  them  that  we  have  got  to  focus  on  this  and  do 
something  about  it,  do  something  about  it  right  now,  so  I  not  only 
commend  you  for  your  hard  work,  but  also  for  your  courage  in  com- 
ing forward  with  this  report. 

Secretary  Brown.  Thank  you  very  much,  Mr.  Chairman,  mem- 
bers of  the  committee.  It  is  always  an  honor  and  pleasure  to  appear 
before  you.  Thank  you. 

(Whereupon,  at  3:16  p.m.,  the  subcommittee  was  adjourned.] 
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APPENDIX 


STATEMENT  OF  REPRESENTATIVE  SAM  GEJDENSON 
HEARING  ON  TPCC  REPORT 

Today's  hearing  is  one  of  the  best  argximents 
against  the  mis-guided  attempts  to  dismantle  the 
Department  of  Commerce. 

Today  the  Secretary  of  Commerce  will  report  to  this 
subcommittee  regarding  the  truly  extraordinary  gains 
that  have  been  made  in  promoting  U.S.  exports.  Since 
January  1993,  Secretary  Brown  and  the  Commerce 
Department  have  made  a  difference  in  creating  300,000 
American  jobs,  just  by  virtue  of  exports.  For  every 
dollar  Commerce  spends  on  export  promotion,  $10.40  is 
returned  to  the  U.S.  Treasury. 

Maybe  this  is  just  too  much  success  to  bear  for 
those  who  support  dismantlement  of  the  Commerce 
Department.  They  would  diminish  the  stature  of  trade 
in  the  U.S.  Government.  They  would  jeopardize  the 
significant  gains  that  have  been  made  in  U.S.  export 
promotion  and  trade  policy.  They  would  risk  American 
jobs  and  the  health  of  our  economy.  All  for  a 
proposal  that  has  no  demonstrated  cost  savings. 

Their  bill  would  eliminate  a  cabinet  department  for 
its  own  sake.  It  is  a  shell  game  of  replacing  a 
department  with  an  agency  and  sending  the  other 
functions  elsewhere  in  the  bureaucracy. 

Under  its  diminished  status,  the  Trade 
Administjr'ation  would  not  have  the  ability  of  the 
Commer^ee  Department  to  lead  on  trade  issues.  So, 
whiJLe  their  legislation  would  theoretically  place  the 
new  Trade  Administrator  as  Chair  of  the  Trade 
Promotion  Coordinating  Committee,  it  is  questionable 
whether  this  non-department  entity  could  really  lead 
cabinet  departments.  I  am  not  certain  whether  the 
head  of  this  agency  would  even  get  his  or  her  calls 
returned. 

So  if  the  proponents  of  the  legislation  to 
dismantle  Commerce  have  their  way,  we  would  be  headed 
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toward  eliminating  the  success  stories  that  we  will 
hear  about  today.  The  bill's  supporters  are  a  long 
way  from  achieving  their  objective;  but  this  is  their 
goal.  Maybe  their  theory  is  to  eliminate  all  the  good 
things  that  government  does  in  order  to  justify  their 
Draconian  cuts.  All  the  while  the  folks  at  MITI  in 
Japan  will  be  licking  their  chops,  poised  to  take 
advantage  of  another  misstep  by  the  Americans. 

I  recognize  and  appreciate  the  views  of  Chairman 
Roth,  Mr.  Bereuter  and  Mr.  Manzullo  on  this  siibject. 
It  is  a  shame  that  their  colleagues  are  simply 
hellbent  on  destroying  a  government  department,  any 
department. 
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STATEMENT  OF  RONALD  H.  BROWN 

Secretary  of  Commerce 

before  the 

House  International  Relations  Siibcommlttee  on 

International  Economic  Policy  and  Trade 

October  12,  1995 


Introduction 

Mr.  Chairman  and  distinguished  Members  of  the  House  International 
Relations  Subcommittee  on  International  Economic  Policy  and 
Trade.   It  is  my  pleasure  to  appear  before  you  to  present  to  the 
Congress  the  Third  Annual  Report  of  the  Trade  Promotion 
Coordinating  Committee.   This  Report  provides  continuing  evidence 
of  the  Congress'  wisdom,  as  expressed  in  the  Export  Enhancement 
Act  of  1992,  in  establishing  an  effective  mechanism  for  all  U.S. 
government  agencies  to  work  together  to  promote  American  exports. 
We  have  met  Congress'  charge  --  developing  a  National  Export 
Strategy  that  puts  the  federal  government  to  work  as  a 
relentless,  aggressive,  pragmatic  advocate  for  the  private  sector 
as  it  pursues  commercial  opportunities  overseas. 

At  the  outset,   I  would  like  to  express  my  sincere  appreciation 
for  the  leadership  of  Ken  Brody  at  the  Export  - Import  Bank  who 
serves  admirably  as  Vice  Chair  of  the  TPCC,  Ruth  Harkin  of  the 
Overseas  Private  Investment  Corporation,  Phil  Lader  at  the  Small 
Business  Administration  and  Joe  Grandmaison  of  the  Trade  and 
Development  Agency,  who,  through  their  genuine  commitment  to  the 
TPCC  interagency  process,  have  been  instrumental  to  the  success 
of  our  National  Export  Strategy  over  the  past  year. 
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Before  I  begin  with  my  report  on  the  TPCC  report,  let  me  briefly 
mention  the  upcoming  1995  Competitiveness  Report  which  we  will  be 
delivering  to  you  and  your  colleagues  shortly.   In  our  1995 
report,  Mr.  Chairman,  we  will  emphasize  the  success  of  the 
Department's  trade  and  technology  programs  as  part  of  the 
Administration's  overall  competitiveness  strategy.   The  Commerce 
Department  has  been  particularly  active  in  making  the  most  of  the 
synergy  between  trade  and  technology,  actively  advocating 
economic  policies  that  support  growth,  innovation  and  job 
creation. 

Today,  Mr.  Chairman,  I  will  focus  my  remarks  on  the  trade  aspects 
of  the  Department's  work,  in  particular  our  export  advocacy 
strategy.   Last  year  when  I  delivered  our  Second  Annual  Report  to 
Congress,  we  set  an  ambitious  objective  to  expand  exports  to  over 
$1.2  trillion  by  the  year  2000.   Today,  I  can  report  that  we  are 
well  on  the  road  to  achieving  that  goal.   Through  the  first  six 
months  of  1995,  exports  of  goods  and  services  are  running  at  a 
$765  billion  annual  rate,  and  are  up  in  our  key  markets, 
including  Japan  (20%) ,  China  (19%) ,  the  East  Asian  Newly 
Industrialized  Countries  (30%) ,  Canada  (16%) ,  South  and  Central 
America  (22%)  and  the  European  Union  (14%)  . 

At  this  rate,  we  estimate  that  by  the  year  2000,  fully  16  million 
American  jobs  will  be  supported  by  exports.   Our  strong  export 
performance  has  resulted  in  more  than  2  million  new  export- 
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related  jobs  since  January  1993.   In  1994,  exports  accounted  for 
a  third  of  the  growth  in  American  GDP  and  supported  a  record  11 
million  jobs.  And  during  the  first  half  of  1995,  exports 
expanded  a  record  13  percent.   The  message  is  clear:   in  today's 
global  economy,  exports  equal  jobs.  While  much  has  been  reported 
about  our  success  in  helping  large  American  companies  with  major 
international  infrastructure  projects,  consider  the  following 
small  company  success  stories: 

•  For  Aquatics  Unlimited,  Inc.,  of  California,  our  assistance 
in  Indonesia  helped  them  secure  a  $10  million  deal  to  export 
dredging  equipment  over  five  years.   This  agreement, 
facilitated  by  our  commercial  and  embassy  staff  overseas, 
will  double  Aquatic' s  employment  from  20  to  40  people. 

•  Counseling,  market  information,  and  a  little  encouragement 
from  our  Commercial  Service  helped  Hawaii -based  Island 
Princess  Co.,  a  producer  and  distributer  of  chocolate 
products,  become  a  successful  exporter.   The  company  reports 
that  today,  fully  80  to  85  percent  of  its  production  is 
exported  which  has  resulted  in  the  firm  growing  from  5  to  20 
people. 

As  chairman  of  the  interagency  Trade  Promotion  Coordinating 
Committee,  my  job  has  been  to  ensure  that  the  Federal  government 
is  using  its  resources  in  a  coordinated  and  strategic  fashion  to 
help  U.S.  firms  like  these  succeed  in  a  brutally  competitive 
global  market.   We  believe  strongly  that  American  economic  growth 
and  prosperity  hinges  on  the  strength  of  our  commercial 
relationships  abroad.   Through  our  National  Export  Strategy,  we 
have  sought  to  give  U.S.  businesses,  particularly  small  and 
medium- sized  firms,  the  tools  they  need  to  compete 
internationally. 
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The  NES  is  a  cornerstone  of  the  Clinton  Administration's  overall 
economic  plan.   It  serves  as  our  national  economic  blueprint, 
linking  our  export  promotion  efforts  to  our  most  important  trade 
policy  initiatives.   We  are  working  hard  to  help  U.S.  firms  be 
the  first  to  benefit  from  a  newly  strengthened  World  Trade 
Organization,  a  fully  functional  NAFTA  and  recent  market -opening 
agreements  with  Japan.   The  NES  brings  home  the  benefits  of  these 
agreements  and  is  successful  because  it  is  a  truly  collaborative 
effort.   Our  team  approach  has  harnessed  the  energy  and  expertise 
of  our  nation's  key  international  trade  promotion  and  finance 
agencies.   The  National  Export  Strategy  is  now  a  hallmark  of 
strategic  planning,  focused  coordination,  and  practical 
flexibility  which  allows  each  agency  to  do  what  it  does  best. 

Simply  put,  I  can  report  to  you  today  that  the  National  Export 
Strategy  is  not  only  working  --  it  is  thriving.   But  while  the 
synergies  we  have  developed  have  been  extremely  successful,  we 
know  we  cannot  rest  on  our  laurels.   I  would  like  to  share  with 
you  today  the  progress  we  have  made  implementing  the  National 
Export  Strategy  over  the  last  year  and  the  new  strategies  we  are 
developing  to  help  ensure  that  American  firms  can  continue  to 
compete  and  win  overseas  to  create  better  jobs  here  at  home.   In 
addition,  I  want  to  describe  the  key  rationale  behind  our  efforts 
to  help  America's  firms  and  workers  and  our  findings  that  foreign 
competition  has  never  been  so  fierce. 
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OUR  EFFORTS  OVER   THE  PAST  YEAR 

Aa  chairman  of  the  TPCC,  I  have  witnessed  first-hand  how  tough  it 
can  be  for  a  company,  especially  a  small  or  medium-sized  firm,  to 
break  into  a  market  overseas.   The  TPCC's  mission  is  to 
strategically  target  our  resources  to  those  companies  and  markets 
where  our  programs  are  most  effective.   Let  me  tell  you  what  our 
game  plan  has  been: 

•    We  have  expanded  our  Big  Emerging  Markets  strategy  in   a 
nwnber  of  ways.      These  ten  markets  comprise  half  of  the 
world's  population,  and  by  2010,  they  will  be  a  bigger 
market  than  Japan  and  the  European  Union  combined, 
accounting  for  50  percent  of  the  GDP  of  the  entire 
industrialized  world.   These  markets  will  take  more  than  a 
quarter  of  the  world's  imports  in  the  next  15  years,  and  are 
where  the  potential  for  U.S.  sales  is  greatest.   Over  the 
past  year,  we  have  expanded  the  BEMs  strategy  to  include  the 
entire  ASEAN  growth  region,  including  Vietnam.   We  have 
developed  country- specif ic  plans  for  export  promotion  to 
each  BEM.   In  a  number  of  these  markets,  we  have  established 
business  development  committees  as  well  as  freestanding 
Commercial  Centers  to  create  an  "office  away  from  home"  for 
American  firms.   And  we  have  scheduled  literally  hundreds  of 
trade  events  and  trade  missions. 
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We  have  strengthened  the  coordinated  efforts  of  our  Advocacy 
Center  at  Commerce,   and  our  interagency  Advocacy  Network     -- 
demonstrated  by  the  more  than  $57  billion  in  foreign 
business  deals  U.S.  companies  have  won  since  November  1993. 
We  estimate  these  business  deals  represent  a  U.S.  export 
content  of  $26  billion,  supporting  over  370,000  U.S.  jobs. 

We  have  continued  our  efforts  to  bring  together 

representatives  of  Ex-Im  Bank,  OPIC,  the  Trade  and 

Development  Agency,  SBA,  and  Treasury  to  develop  and 

implement  an  aggressive   trade  finance  strategy  to  help  U.S. 

firms  compete  and  win  overseas.   As  a  result: 

We  are  now  able  to  develop  multi -agency 
finance  packages,  from  TDA- funded  feasibility 
studies  to  OPIC  insurance,  aimed  at  helping 
U.S.  firms  win  specific  contracts. 

Since  January  1994,  the  Ex-Im  Bank  has  agreed  to 
match  33  instances  where  other  countries  have 
promised  low-cost  financing  to  obtain  contracts. 

Over  the  past  year,  we  have  launched  new 
programs  in  the  areas  of  untied  aid  and 
project  finance.   Through  efforts  such  as  our 
new  untied  aid  reporting  system  and  Ex-Im 
Bank's  new  Project  Finance  Division,  we  will 
help  to  ensure  that  U.S.  firms  are  rapidly 
aware  of  -  -  and  can  compete  for  -  -  large 
infrastructure  projects  worldwide. 

We  have  also  removed  unnecessary  and  outdated  govemment- 
imposed  obstacles  to  U.S.    exports.      Consistent  with  our 
national  security  and  nonprolif eration  responsibilities,  we 
have  significantly  liberalized  controls  on  chemicals, 
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software,  computers  and  telecommunications  exports  and 
streamlined  the  export  control  process.   For  example,  just 
last  week  the  Administration  announced  a  further 
liberalization  of  high  performance  computers.   This  action 
will  enhance  U.S.  national  security  and  preserve  the  U.S. 
computer  industrial  base  by  ensuring  controls  on  computer 
exports  are  effective  and  do  not  unnecessarily  impede 
legitimate  computer  exports.   In  addition,  we  expect 
imminent  resolution  of  the  outstanding  commodity 
jurisdiction  issues  of  commercial  satellites  and 
developmental  aircraft.   We  will  soon  implement  an  Executive 
Order  that  will  reduce  the  maximum  processing  time  for 
individual  export  licenses  by  25  percent  and  institute  a 
"default  to  decision"  process  for  timely,  predictable 
escalation  of  disputed  cases.   And  we  will  simplify  export 
regulatory  requirements  in  the  first  comprehensive  rewrite 
of  the  Export  Administration  Regulations  in  over  40  years, 
which  is  to  be  completed  by  the  end  of  this  year. 

We  have  icproved  access  to   trade  iiLformation,  increasing 
electronic  access  to  sources  that  include  the  National  Trade 
Data  Bank  and  the  Internet.   And  embassies  in  120  countries 
now  annually  produce  country  commercial  guides  in  local 
markets. 


22-159  -  96 
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And  we  have  reached  out  to  small  and  mid-sized  companies, 
opening  eight  more  U.S.  Export  ABBiatance  Centers   across  the 
country  over  the  past  year.   These  centrally- located  offices 
combine  the  resources  of  Commerce,  SBA,  Ex-Im  Bank  and  local 
partners  to  offer  a  one-stop  shop  for  companies  that  want  to 
enter  or  expand  export  markets .   The  Centers  provide  an 
integrated  service  delivery  network  for  small  and  medium- 
sized  exporters,  coupling  counseling  and  export  information, 
with  trade  finance,  trade  missions,  market  research, 
advocacy,  statistical  data,  industry  trends,  and  other 
commercial  information. 

These  USEACs  are  producing  impressive  results:   for  example, 
the  Chicago  office  reported  a  56  percent  increase  in 
assisting  "new  to  market"  companies.   A  60  percent  increase 
in  export  actions  was  reported  from  the  USEAC  in  Baltimore. 
We  plan  to  open  three  additional  centers  in  Boston,  New 
Orleans  and  Detroit  later  this  year. 

In  addition,  we  have  reinvented  our  Commercial   Service  -- 
with  73  domestic  and  134  overseas  posts  in  69  countries  -- 
to  increase  its  accessibility  to  small  and  medium-sized 
businesses.   This  year,  both  domestic  and  foreign  staffs  are 
being  combined  into  a  unified  service  to  ensure  that  staff 
have  both  hands-on  counseling  as  well  as  overseas  experience 
to  better  serve  our  business  clientele. 
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Finally,  we  have  made  progress  in  developing  a  truly  unified 
budget   for  trade  promotion  activities.   We  have  refined  and 
expanded  our  framework  for  measuring  the  performance  and 
effectiveness  of  our  programs,  and  are  working  on  linking 
these  measures  to  the  funding  process.   Over  the  next  year 
we  will  finalize  our  performance  measurement  system  and 
refine  TPCC  priorities  in  line  with  those  measures  and  other 
agency  objectives  to  best  meet. the  needs  of  U.S.  exporters. 

All  of  these  changes  are  translating  into  export  sales  and  jobs 
all  across  America.   For  example: 

•  The  Commercial  Service's  Louisville  office  recently  assisted 
a  small  Kentucky -based  manufacturer  of  coal  auguring  systems 
by  providing  export  counseling,  in-depth  market  research  on 
Indonesia's  coal  equipment  market,  Indonesian  business 
contacts,  and  regulatory  information  on  agency  appointments. 
This  assistance  was  instrumental  in  helping  Salem  Tool  sell 
$2.2  million  of  its  equipment  to  a  mining  operation  in 
Indonesia.   The  company  is  expecting  this  sale  to  open  doors 
to  the  Australian  market,  where  the  parent  company  of  its 
new  Indonesian  customer  is  located  and  to  hire  a  number  of 
new  employees. 

•  In  Pennsylvania,  Bricmont  Contractors  Inc.,  a  manufacturer 
of  industrial  furnaces,  has  broken  into  new  markets  with  the 
help  of  Ex-Im  Bank  and  TDA.   Bricmont  used  Ex-Im  Bank 
financing  and  a  TDA  training  grant  to  win  a  $10  million  bid 
in  Mexico  and  is  working  with  these  agencies  to  lay  the 
ground  work  for  future  sales  in  the  New  Independent  States, 
China  and  Turkey.   Bricmont 's  management  has  told  us  that 
they  would  be  half  their  size  if  they  had  not  set  their 
sights  on  foreign  markets. 

STRATEGIES  FOR   THE  FUTURE 

In  addition  to  building  on  all  these  new  approaches  to  trade 

promotion,  we  will,  in  the  coming  year,  pay  particular  attention 
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to  two  areas  we  think  are  critical  to  ensuring  that  the  U.S. 
economy  remains  globally  competitive.   First,  we  will  sharpen  and 
deepen  our  advocacy  efforts  to  enable  those  companies  already 
competing  overseas  to  meet  their  competition  head-on.   Second,  we 
will  work  to  ensure  small  and  medium- sized  companies  have  a 
better  chance  to  compete  in  the  global  marketplace.   This 
strategy  will  both  strengthen  American  competitiveness  abroad  and 
grow  our  economy  at  home  --  by  giving  U.S.  companies  their  best 
shot  in  the  breakneck  battles  for  global  marketshare  and  by 
fulfilling  the  "export  potential"  of  our  smaller  firms. 

ADVOCACY:    SUPPORTING   O.S.    JOBS   IN  GLOBAL   COMPETITION 

Meeting  the  challenges  posed  by  our  foreign  competition  is  at  the 
core  of  our  national  economic  security  and  thus  at  the  core  of 
our  National  Export  Strategy.   As  I  mentioned  previously,  our 
advocacy  efforts  over  the  past  year  have  resulted  in  helping  U.S 
firms  secure  over  $57  billion  in  deals,  supporting  over  370,000 
American  jobs.   Our  Advocacy  Network  is  now  fully  operational, 
led  by  our  Advocacy  Center  which  tirelessly  tracks  large, 
pending,  overseas  contracts  for  .American  firms. 

The  opportunities  and  challenges  for  U.S.  companies  in  the  global 
marketplace  have  never  been  greater.   But  as  we  look  ahead,  it  is 
evident  that  the  race  to  win  key  contracts  in  the  markets  of 
tomorrow  will  only  escalate.  In   the  next  decade,    over  150  large- 
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scale  capital  projects  worth  nearly  $1    trillion  are  likely  to  be 
undertaken  throughout  the  world,    spawning  intense  competition 
among  international  firms  --  and  their  governments  --  to  win  a 
portion  of  these  lucrative  deals.   The  emerging  market  nations 
alone  have  scheduled  more  than  $220  billion  worth  of  megaprojects 
for  completion  in  the  next  ten  years,  including  projects  worth 
$76  billion  in  Taiwan,  $36  billion  in  China  and  $28  billion  in 
South  Korea. 

For  example,  China  is  just  now  establishing  a  national  highway 
system.   Only  60,000  out  of  a  billion  Chinese  own  private 
automobiles,  but  that  number  is  expected  to  explode  in  the  coming 
years.   India  is  looking  to  upgrade  a  telecommunications 
infrastructure  that  tries  to  serve  900  million  people  with  fewer 
phone  lines  than  the  state  of  Illinois.   South  Africa  must 
provide  housing,  roads,  sewage,  and  water  to  the  three-quarters 
of  its  people  who  have  been  disenfranchised  for  generations.   It 
is  critical  that  U.S.  firms  get  into  these  markets  early  --if 
not  first  --  so  they  can  gain  the  critical  experience  of  being  on 
the  ground  floor,  understanding  the  foreign  market  and  building 
the  relationships  that  will  allow  them  to  win  other  projects  in 
the  markets  of  tomorrow. 

American  firms  stand  ready  to  serve  these  new  demands.  But  in 
many  foreign  markets,  governments  still  control  key  industries 
and  make  decisions  on  billions  of  dollars  in  infrastructure 
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projects.   So  it  is  imperative  that  the  U.S.  government  advocate 
for  its  firms  effectively.   Boeing  and  McDonnell  Douglas  won  a 
huge  Saudi  airplane  contract  because  President  Clinton's 
relationship  with  King  Fahd  was  such  that  he  could  pick  up  the 
phone,  call  him,  and  tell  him  why  American  firms  would  do  the 
best  job.   Secretary  O'Leary  and  I  have  led  11  business 
development  missions  to  15  nations,  resulting  in  tens  of  billions 
of  dollars  in  signed  agreements.   Secretary  Pena's  advocacy 
efforts  in  Taiwan  on  behalf  of  U.S.  aircraft  manufacturers  in 
December  of  last  year  facilitated  sales  of  ten  Boeing  777 
aircraft  to  China  Airlines  and  Evergreen  Airlines.   And  this  help 
is  not  just  for  big  business.  As  our  Report  clearly  shows, 
helping  big  firms  like  GE,  Boeing,  or  McDonnell  Douglas  results 
in  contracts  --  and  jobs  --  for  literally  thousands  of  small 
suppliers  across  the  country. 

In  short,  our  advocacy  efforts  have  been  extremely  successful 
over  the  past  two  years  --  meeting  and  beating  the  competition  in 
over  120  contracts  in  this  year  alone.   Our  report  details  steps 
we  will  take  to  build  on  this  strategy  in  the  coming  year  by 
fortifying  our  advocacy  efforts,  including  enhancing  monitoring 
of  our  competitors'  practices,  strengthening  TPCC  agency 
trainingand  working  harder  in  international  organizations  to 
eliminate  unfair  advocacy  practices. 
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HELPING  SMALL  AND  MEDIUM- SIZED  BUSINESSES 

A  second  key  area  of  focus  over  the  coming  year  is  helping  small 
and  medium- sized  firms  break  into  markets  overseas.   This  is 
vital  to  the  health  of  our  economy.    These  businesses  employ 
more  than  half  of  the  U.S.  workforce,  are  responsible  for  about 
half  of  our  Gross  Domestic  Product,  and  generate  more  than  half 
of  all  sales  in  the  United  States.   Most  importantly,  small  firms 
were  responsible  for  almost  two- thirds  of  the  3.3  million  new 
jobs  created  since  1994.   They  are  clearly  the  engine  that  will 
drive  the  next  generation  of  U.S.  jobs. 

Yet  these  firms  are  under  represented  in  the  export  picture. 
While  small  and  mid-sized  businesses  were  responsible  for  more 
than  one-third  of  total  merchandise  exports  in  1994  --  $150 
billion  --  these  firms  could  export  more.   Estimates  of  this 
unmet  potential  vary,  but  if,  for  example,  the  number  of  small 
business  manufacturers  that  currently  export  increased  just  5 
percent  above  recent  levels,  small  business  exports  could 
increase  by  $35  billion.   The  conclusion  is  obvious:   America's 
economic  growth  depends  on  exports,  and  the  ability  to  create 
those  exports  --  and  the  jobs  that  they  will  grow  --  will  depend 
heavily  on  small  business. 

To  help  boost  exports  by  small  businesses,  the  TPCC  agencies  have 
over  the  last  year  focused  on  providing  them  with  up-to-date 
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trade  information  and  expertise.   I  have  already  mentioned  the 
Export  Assistance  Center  network  which  provides  critical  on-the- 
ground  support  with  expert  information  and  counseling.   We  also 
provide  a  free  central  point  of  contact  for  exporters  around  the 
country  --  the  Trade  Information  Center.   Through  it's  toll-free 
number,  the  Center  acts  as  a  point  of  contact  for  U.S.  businesses 
seeking  information  on  all  Federal  trade  promotion  and  finance 
programs.   The  Center  will  provide  assistance  to  approximately 
67,000  business  callers  this  year  alone  --  an  average  of  1,300 
calls  a  week.   Of  these  callers,  almost  90  percent  are  small 
businesses  seeking  assistance. 

The  Commerce  Department  has  also  established  a  number  of  regional 
"one-stop"  information  centers  to  help  open  the  door  for  small 
businesses  interested  in  exporting  to  regions  like  the  Newly 
Independent  States,  Eastern  Europe,  Asia  Pacific  and  Japan. 
These  centers  provide  current  information  on  best  prospects  for 
trade  and  investment,  upcoming  promotional  events  and  potential 
trade  barriers  --  information  that  many  small  businesses  would 
not  be  able  to  afford  to  purchase  on  their  own. 

The  trade  finance  agencies  --  SBA,  Ex-Im  Bank,  OPIC  and  TDA  -- 
have  implemented  a  number  of  other  important  initiatives  to  help 
small  businesses  which  we  detail  in  the  Report.   Again,  we  can 
document  success  from  this  assistance  across  the  country: 
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•  C.S.    Johnson  Co.  of  Illinois,  a  manufacturer  of  concrete 
mixing  and  batching  equipment,  credits  participation  in 
SBA' s  Export  Working  Capital  Guarantee  Program  with 
increasing  its  sales  in  Asia  --  and  its  plans  to  hire  25 
more  employees  as  a  result;  and 

•  F.C.  Shaffer  and  Associates,  Inc.,  of  Louisiana  recently  won 
an  $83  million  contract  in  Ethiopia.   Working  closely  with 
OPIC,  TDA,  embassy  staff  and  the  Commercial  Service,  the 
company  reports  that  the  project  will  support  50  engineering 
and  construction  jobs  and  is  expected  to  generate  over  $50 
million  in  initial  procurement  from  more  than  40  U.S. 
suppliers. 

But  we  know  from  our  ongoing  dialogue  with  the  small  business 
community  that  we  need  to  do  more  to  help  small  firms  obtain 
critical  trade  finance.   Historically,  the  most  significant 
obstacle  to  small  business  exporters  has  been  the  lack  of  export 
financing.   Many  banks  think  smaller  trade  loans  are  too  risky 
and  time-consuming  and  that  --  particularly  for  transactions 
under  $1  million  --  they  often  cannot  make  a  profit.   We  have 
also  found  that  small  businesses  in  other  countries  have  greater 
access  to  capital  because  foreign  banks  place  more  emphasis  on 
the  strength  of  the  deal  than  they  do  the  balance  sheet  of  the 
small  firm. 

To  help  alleviate  these  problems  and  increase  access  to  trade 
finance  for  smaller  firms,  we  have  developed  15  specific 
recommendations  that  will  be  the  focus  of  our  efforts  this  year. 
Our  recommendations  fall  into  five  categories:   better  access  to 
financing,  bank  profitability,  effective  outreach,  access  to 
information,  and  decreasing  obstacles  --  specifically  government- 
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imposed  regulations  that  may  be  contributing  to  the  problems 
small  businesses  face. 

For  excimple,  over  the  next  year  we  will  expand  both  the  awareness 
and  the  coverage  of  our  trade  finance  program  --  both  public  and 
private  --  to  ensure  that  qualified  small  business  exporters  have 
the  knowledge  and  opportunity  to  obtain  trade  financing.   We  will 
extend  SBA  and  Ex-Im  Bank  services,  increase  lender  eligibility 
for  key  programs,   and  strengthen  our  training.   We  also  plan  to 
review  U.S.  government  banking  rules  and  regulations  to  assess 
their  impact  on  the  small  business  exporter.   Our  goal  is  to  open 
new  sources  of  trade  finance  for  small  businesses  while  at  the 
same  time  improving  the  access  and  usability  of  existing 
programs . 

THE  RATIONALE  BEHIND  OUR  EFFORTS:      HEIGHTENED  FOREIGN  COMPETITION 

Let  me  close  by  putting  our  overall  strategy  in  the  proper 
context:   our  competitors  clearly  recognize  the  importance  of 
high-level  government  involvement  in  these  competitions  and  are 
spending  more  even  as  we  cut  back,  becoming  more  aggressive  even 
as  we  debate  slashing  our  resources. 

For  example,  Japanese  financial  assistance  to  exporters  in  1993 
totalled  $146  billion  dollars  while  U.S.  financial  export 
assistance  only  reached  $9  billion.   Moreover,  U.S.  government 
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funding  for  export  promotion  programs  is  the  lowest  of  the  G-7 
countries.   While  we  spent  barely  2  percent  per  every  $1000  of 
GDP  on  export  promotion  programs  in  1992,  the  UK  devoted  more 
than  25  percent  per  $1000  of  GDP  to  its  export  promotion  programs 
that  year.   Moreover,  our  foreign  competitors  are  becoming 
increasingly  aggressive  in  helping  their  firms  secure  major 
projects  in  foreign  markets. 

While  we  have  always  been  aware  of  other  governments'  involvement 
in  their  companies'  commercial  activities,  this  year  it  is 
evident  that  their  level  of  commitment  to  securing  contracts  for 
their  firms  is  higher  than  ever  before.   The  Europeans,  the 
Japanese,  and  even  the  emerging  markets  themselves  are  investing 
more  and  more  of  their  leaderships'  energy  and  governments' 
resources  to  do  battle  with  U.S.  companies  over  critical  major 
projects.    High-level  visits,  lobbying,  financing,  and  promises 
of  technology  transfer  and  aid  funds  are  among  their  tactics.   If 
imitation  is  the  sincerest  form  of  flattery,  many  of  our 
competitors  are  putting  in  place  institutions  similar  to  the 
TPCC,  coordinating  their  government -wide  efforts  at  the  highest 
levels.   For  example: 

•     The  United  Kingdom   recently  increased  its  export  promotion 
budget  by  68  million  pounds,  created  the  Overseas  Trade 
Service  to  coordinate  export  promotion  efforts  and  expanded 
the  provision  of  favorable  financing  through  its  Export 
Credit  Guarantee  Department.   British  press  reports  state 
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that  a  fifth  of  British  diplomats  abroad  are  engaged  full- 
time  in  commercial  work. 

•  The  Germans   are  emulating  the  U.S.  approach  to  export 
promotion,  recently  inaugurating  an  office  for  the 
coordination  of  Germany's  export  promotion  efforts. 

•  The  French   have  created  a  Committee  for  Competition  and 
Economic  Security  --  chaired  by  the  Prime  Minister  --  to 
develop  an  economic  strategy  to  increase  the  commercial 
presence  of  French  firms  in  overseas  markets. 

•  The  Japanese   have  been  extremely  successful  in  securing 
government  contracts,  in  part  due  to  their  proclivity  to  use 
aid  as  leverage.   The  combined  funding  provided  by  the 
Japanese  Export  - Import  Bank  and  the  Overseas  Economic 
Cooperation  Fund  is  roughly  equal  to  World  Bank  lending 
around  the  globe. 

These  government -wide  strategies  have  made  a  difference  in  the 
competitive  environment  our  companies  face.   Overall,  we  estimate 
that  in  about  200  separate  overseas  competitions  over  the  past 
eight  years,  U.S.  firms  have  lost  approximately  one-half  of  these 
contracts  due  in  part  to  political  and  economic  pressure  brought 
to  bear  on  other  governments.  This  foreign  government 
involvement  in  major  project  decisions  resulted  in  a  minimum  of 
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$25  billion  in  lost  contracts  for  U.S.    companies  during  this 
period.      In  fact,  we  estimate  the  losses  to  be  much  higher,  given 
that  this  is  only  a  small  fraction  of  the  total  projects  out  to 
bid  during  this  period,  and  does  not  include  follow-on  contracts. 

Conclusion 

I  hope  I  have  been  able  to  impress  upon  you  today  that 
maintaining  our  momentum  under  the  National  Export  Strategy  has 
never  been  more  crucial  to  the  future  competitiveness  of  American 
business  and  the  livelihood  of  American  workers.   Opportunities 
are  unfolding  for  American  companies,  but  we  are  not  the  only 
ones  that  recognize  the  significance  of  these  opportunities. 
Unless  we  are  there  to  ensure  our  companies  are  able  to  meet  the 
competition,  our  strength  in  the  markets  of  tomorrow  --  and  our 
future  livelihood  --  will  surely  be  at  risk. 

The  last  three  years  have  clearly  demonstrated  that  the  National 
Export  Strategy  is  working,  and  working  well.   As  the  President 
says  in  the  opening  letter  of  the  Report,  our  accomplishments  are 
a  testament  to  what  can  be  achieved  when  a  number  of  government 
agencies  devote  their  resources  in  a  coordinated  fashion  toward 
future  growth  and  job  creation.   The  most  important  task  facing 
the  United  States  as  we  look  toward  the  next  century  is  the 
maintenance  and  creation  of  high-wage  jobs,  and  the  National 
Export  Strategy  is  one  of  the  most  cost-effective  ways  to 
accomplish  our  goal. 
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I  would  be  happy  to  respond  to  any  questions  you  have  at  this 
time. 
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When  I  announced  the  creation  of  America's  first  National  Export 
Strategy  two  years  ago,  my  goal  was  to  put  in  place  the  tools  our 
workers  and  businesses  need  to  both  meet  the  challenges  and  seize  the 
opportunities  of  the  next  century.  I  asked  Secretary  Brown  and  the  members 
of  the  Trade  Promotion  Coordinating  Committee  to  untangle  what 
had  become  a  complicated  web  of  federal  export  promotion  and  finance 
programs  and  to  create  a  long-term  plan  to  help  American  businesses 
compete  and  win  overseas. 

After  two  years  of  development  and  implementation  of  this  first-ever 
national  export  promotion  strategy,  it  is  clear  that  this  strategy  is  not  only 
working  —  it  is  thriving.  As  one  of  the  most  striking  achievements  of  our 
reinvention  efforts,  we  are  succeeding  in  eliminating  what  was  once  an  array 
of  duplicative  and  confusing  programs  and  directing  our  efforts  toward 
opening  and  promoting  access  to  those  markets  and  sectors  that  hold  the 
greatest  promise  for  future  U.S.  export  growth.  This  Report  is  a  testament 
to  what  can  he  accomplished  when  a  number  of  government  agencies 
devote  their  resources  in  a  coordinated  fashion  toward  future  growth  and 
job  creation.  Such  an  effort  gives  U.S.  companies  their  best  chance  to  meet 
—  and  beat  —  the  foreign  competition  in  global  markets  when  they  have 
the  best  product  at  the  best  price. 

Over  the  last  year  we  have  become  acutely  aware  that  never  before  has 
foreign  competition  been  as  stiff  for  these  important  opportunities.  It  is 
clear  that  other  governments  are  investing  tremendous  resources  and 
coordinating  their  efforts  at  the  highest  levels  to  ensure  their  firms  win 
key  contracts  and  growing  market  shares.  This  Report  will  assess  that 
competitive  threat  and  offer  the  concrete  strategies  that  will  assure  U.S. 
companies  that  their  own  government  is  ready,  willing,  and  able  to  help 
them  compete  fairly  and  win  in  this  competitive  environment. 

The  potential  for  exports  to  fuel  tomorrow's  growth  for  America  is 
unprecedented  in  our  history.  We  have  seen  an  exceptional  surge  in  our 
export  competitiveness  since  1992,  regaining  our  position  as  the  world's 
largest  exporter  and  supporting  as  many  as  two  million  new  export-related 
jobs  since  I  took  office.  In  fact,  exports  now  account  for  almost  one-third 
of  real  U.S.  economic  growth  and  are  expected  to  grow  faster  than  overall 
economic  activity  for  the  remainder  of  this  decade. 
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This  Administration  has  done  more  than  any  other  to  tap  this  potential 
for  exports  by  opening  markets  across  the  globe.  Our  crowning 
achievement  is  the  completion  of  the  Uruguay  Round,  which,  once 
implemented,  will  increase  world  trade  and  generate  increases  in  U.S. 
output  by  approximately  $150  billion  a  year.  The  NAFTA  is  now  fully 
operational;  leaders  at  the  Summit  of  the  Americas  have  agreed  to 
complete  negotiations  by  2005  to  establish  hemispheric  free  trade;  and  the 
Asia-Pacific  Economic  Cooperation  torum  has  agreed  to  the  goal  of 
attaining  free  and  open  trade  and  investment  among  members  no  later  than 
2020. 

A  coordinated  National  Export  Strategy  ensures  U.S.  companies  — 
particularly  small  and  medium- sized  firms  —  will  make  the  most  of  these 
accomplishments  by  coupling  our  promotional  efforts  to  focused  policy 
goals  such  as  our  Big  Emerging  Markets  initiative,  a  center- 
piece of  our  National  Export  Strategy.  These  ten  markets  are  vital  to  the 
economic  future  of  the  United  States,  already  accounting  for  a  larger 
share  of  world  output  than  either  Western  Europe  or  North  America,  and 
expected  to  take  almost  40  percent  of  the  world's  exports  in  the  next  15 
years.  The  BEMs  are  the  subject  of  another  report  released  with  this  one, 
together  encompassing  the  full  scope  of  our  effective  efforts  to  create  new 
American  jobs  through  exports. 

It  is  also  evident  that  maintaining  this  coordinated  strategy  —  which 
depends  on  the  best  efforts  of  core  agencies  such  as  the  Ex-lm  Bank, 
Overseas  Private  Investment  Corporation,  the  Trade  and  Development 
Agency,  and  the  Small  Business  Administration,  led  by  the  Department  of 
Commerce  —  is  essential  to  our  export  performance.  Our  streamlined 
programs  are  producing  results,  and  we  would  seriously  jeopardize  the 
strides  we  have  made  in  the  race  to  secure  our  country's  economic  future 
if  we  were  to  undercut  this  effort  through  unwise  reductions  in  resources 
or  reorganization  of  these  highly  effective  programs  and  agencies. 

I  am  confident  that  the  stronger  partnership  with  U.S.  firms  and  workers 
resulting  from  our  National  Export  Strategy  will  benefit  all  Americans  well 
into  the  next  century. 


/vLM     (k>u>o<ri>o 
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U.S.  exports  projected  to 
dramatically  t 


Dear  Mr.  President  and  Mr.  Speaker, 

I  am  proud  to  present  the  Third  Annual  Report  on  our  National  Export 
Strategy.  Job  creation  remains  at  the  core  of  the  President's  economic  pro- 
gram, and  increasing  American  exports  has  been  a  key  element  of  our 
strategy  over  the  past  year.  At  the  same  time,  it  has  been  a  year  full  of 
challenges  on  the  export  promotion  front.  Heightened  interest  in  Congress 
in  both  the  substance  and  funding  of  our  export  promotion  efforts,  budget- 
ary pressures,  the  need  to  reinvent  ourselves  to  deliver  government  services 
at  less  cost  to  the  taxpayer,  the  need  to  offset  large  trade  deficits,  and  the 
reality  of  increased  foreign  competition  have  all  forced  us  to  give  much 
closer  scrutiny  to  our  government-wide  export  promotion  efforts.  I  believe 
we  are  meeting  these  challenges  successfully.  Last  year,  I  indicated  that  for 
the  first  time  we  had  in  place  a  National  Export  Strategy,  and  that  it  was 
working.  This  year,  I  am  pleased  to  report  that  it  is  working  even  better. 
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,  U-S.  Department  of  Commerc 


Last  year,  we  set  an  ambitious  objective  —  increasing  American  exports  to 
$L2  trillion  by  the  year  2000.  That  means  that  an  estimated  sixteen  mil- 
lion jobs  will  be  supported  by  exports  by  the  year  2000.  We  remain  well  on 
the  path  to  achieving  that  objective.  During  the  first  half  of  1995,  exports 
expanded  at  a  strong  1 3  percent,  led  by  a  1 6  percent  gain  in  goods  shipments 
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abroad.  In  particular,  exports  to  key  markets  were  up,  including  Japan 
(20%) ,  China  ( 1 9%) ,  the  East  Asian  Newly  Industrialized  Countries  (30%) , 
Canada  (16%),  South  and  Central  America  (22%)  and  the  European 
Union  ( 1 4%) .  U.S.  exports  to  the  Big  Emerging  Markets  alone  —  one  third 
of  U.S.  exports  —  totalled  $159  billion  in  1994. 

Agricultural  exports  will  be  among  one  of  our  most  important  contributors 
to  the  nation's  export  growth  through  the  year  2000.  In  1995,  we  expect 
our  agricultural  exports  will  reach  a  record  high  of  $53  billion,  up  22  per- 
cent from  last  year  and  $9.5  billion  higher  than  the  previous  record.  Much 
of  the  increase  in  our  agricultural  exports  over  the  past  ten  years  has  been 
due  to  our  trade  policy  efforts  and  the  increasingly  competitive  position  of 
U.S.  exports.  In  fact,  the  U.S.  share  of  world  agricultural  exports  is  projected 
to  reach  23  percent  in  1995,  its  highest  level  in  a  decade.  This  makes  us  the 
world's  leading  agricultural  exporter  by  a  substantial  margin  over  our  lead- 
ing competitors,  with  the  most  improved  market  share  of  any  exporter  since 
1985.  We  expect  these  successes  to  continue.  Last  year,  the  Department 
of  Agriculture  set  a  goal  of  increasing  U.S.  agricultural  exports  by  50 
percent  from  its  1994  level  by  the  year  2000.  If  successful,  this  would  in- 
crease U.S.  farm  income,  boost  total  U.S.  economic  activity,  and  support 
more  than  a  million  U.S.  jobs  in  the  next  five  years. 

Congress,  through  the  Export  Enhancement  Act  of  1992,  formally  created 
the  Trade  Promotion  Coordinating  Committee  (TPCC)  and  gave  us  the 
mandate  and  the  tools  to  develop  a  national  export  strategy.  With  clear 
direction  to  streamline,  simplify  and  better  focus  our  export  promotion 
efforts,  we  began  from  the  earliest  days  of  the  Clinton  Administration  to 
implement  that  mandate  aggressively.  Over  the  past  two  years,  we  have 
created  a  network  of  informal  committees  and  working  groups  where  rep- 
resentatives from  trade  promotion  agencies  now  meet  on  a  weekly  or 
biweekly  basis  to  develop  strategies  on  issues  ranging  from  export  finance 
to  marketing  assistance  for  small  firms.  Agency  representatives  who  might 
rarely  have  spoken  to  one  another  before  now  check  their  agency  affiliations 
at  the  door  in  an  effort  to  develop  cooperative,  comprehensive  export  pro- 
motion policies.  Increased  U.S.  government  outreach  efforts  also  have 
improved  our  communication  with  the  American  business  community, 
which  in  turn  has  enabled  us  to  better  meet  our  customer's  needs. 
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Jobs  are  projected  to  increase 
alor\gu'ith  U.S.  sales  abroad 
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We  believe  that  as  a  result  of  these  cooperative  efforts  we  have  made  sweep- 
ing improvements  to  our  export  promotion  programs.  Coordination  among 
our  agencies  has  improved  dramatically,  enabling  us  to  both  leverage  scarce 
Federal  resources  and  provide  better  services  to  the  U.S.  exporting  commu- 
nity. Our  overriding  goal  in  all  of  these  efforts  is  to  promote  the  fair  access 
of  American  products  to  foreign  markets.  Given  such  access,  Americans 
know  that  their  products  will  be  consistently  successful. 

Framing  the  Challenge: 
Heightened  Foreign  Competition 

The  need  tor  tighter  coordination  and  a  more  focused  targeting  of  our 
government  export  promotion  resources  is  all  the  more  pressing  because  of 
the  extremely  competitive  environment  our  companies  face  overseas. 
While  other  governments  traditionally  have  been  active  in  their  countries' 
economies,  over  the  past  several  years  it  has  become  evident  that  they  are 
committed  to  becoming  involved  in  their  companies'  commercial  activities 
as  never  before.  The  Europeans,  the  Japanese,  and  even  the  emerging 
markets  themselves  are  investing  more  and  more  of  their  leadership's 
energy  and  governments'  resources  to  do  battle  with  U.S.  companies  over 
critical  major  projects. 

In  fact,  in  a  sampling  of  about  200  separate  overseas  competitions  which 
we  have  tracked  during  the  past  eight  years,  U.S.  firms  lost  approximately 
one-half  of  these  contracts  due  at  least  in  part  to  political  and  economic 
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pressure  brought  to  bear  by  other  governments.  It  is  estimated  that  this 
foreign  government  involvement  in  major  project  decisions  may  have 
contributed  to  some  $25  billion  in  lost  contracts  during  this  period. 

Given  that  the  number  of  tracked  projects  represents  only  a  small  fraction 
of  the  total  number  of  projects  during  that  period  and  does  not  include 
follow-on  contracts,  we  estimate  the  true  losses  as  a  consequence  of  foreign 
government  active  support  of  their  exporters  at  several  times  this  number. 

This  trend  has  serious  implications  for  our  future  economic  security:  while 
projections  are  difficult  to  quantify,  it  is  probable  that  foreign  government 
spending  on  these  efforts  will  continue  to  expand,  since  in  the  decade 
ahead  the  stakes  will  rise  even  further  as  over  1 58  large-scale  capital  projects 
worth  nearly  $1  trillion  are  undertaken  throughout  the  world.  These  are 
just  the  sort  of  projects  most  likely  to  be  targeted  by  foreign  governments 
and  companies  working  as  teams.  Already,  German  industrial  organiza- 
tions are  urging  Bonn  and  Japanese  firms  are  pressuring  Tokyo  to  act  even 
more  aggressively  to  secure  overseas  contracts.  This  must  be  viewed  in  light 
of  the  fact  that  despite  our  significant  accomplishments,  the  Trade  Promo- 
tion Coordinating  Committee  has  relatively  fewer  resources  to  devote  to 
export  promotion  than  even  our  smaller  competitors. 

Our  advocacy  efforts  have  been  critical  to  the  success  of  U.S.  companies 
over  the  past  two  years  —  meeting  and  beating  this  kind  of  competition 
in  over  1 20  contracts  this  year  alone.  However,  it  is  obvious  this  focused 
effort  must  continue  in  full  force  if  our  companies  and  workers  are  to  take 
full  advantage  of  the  opportunities  of  the  next  century.  Clearly  our  com- 
petitors recognize  that  these  projects  will  provide  the  infrastructure  for  the 
economies  of  the  future,  and  that  the  companies  that  win  these  contracts 
will  be  at  the  cutting  edge  of  tomorrow's  markets.  They  are  spending  more 
even  as  we  cut  back,  becoming  more  aggressive  even  as  we  debate  slashing 
our  resources. 

Not  only  do  these  governments  rely  on  trade  missions,  advocacy  and  export 
promotion,  but  they  are  also  coordinating  their  government-wide  efforts 
at  the  highest  levels.  Many  of  our  competitors  have  in  place  institutions 
similar  to  the  Trade  Promotion  Coordinating  Committee.  Heads  of  state 
are  increasingly  involved  in  helping  their  companies  win  foreign  deals.  In 
recent  known  decisions  on  megaprojects  where  government  lobbying  was 
employed,  prime  ministers  and  presidents  helped  win  the  contracts  in  more 
than  two-thirds  of  the  cases. 

To  help  win  contracts,  these  governments  often  resort  to  generous 
concessional  financing,  large  cost  reductions,  corporate  financial  assis- 
tance, promises  of  technology  transfer  and  other  technical  assistance  — 
packages  recipient  countries  find  appealing.  The  linking  of  overall  aid  flows 


The  National  Export  Strategy 


51 


Letter  from  Secretary  Brown 


to  the  awarding  of  specific  contracts  has  also  been  particularly  effective. 
The  techniques  and  tactics  vary  among  governments.  For  example: 

•  The  United  Kingdom  has  recently  increased  its  export  promotion 
budget  by  68  million  pounds,  created  the  Overseas  Trade  Service 
to  coordinate  export  promotion  efforts  and  expanded  the  provision 
of  favorable  financing  through  its  Export  Credit  Guarantee 
Department.  British  press  reports  state  that  a  fifth  of  British 
diplomats  abroad  are  engaged  full-time  in  commercial  work. 

•  The  French  have  created  a  Committee  for  Competition  and  Eco- 
nomic Security  —  chaired  by  the  Prime  Minister  —  to  develop  an 
economic  strategy  to  increase  the  commercial  presence  of  French 
firms  in  overseas  markets.  In  February  1994,  Paris  announced  an 
"Initiative  for  Asia"  intended  to  expand  French  economic  presence 
in  the  region. 

•  The  Germans  are  emulating  the  U.S.  approach  to  export  promo- 
tion. Bonn  recently  inaugurated  an  office  for  the  coordination  of 
Germany's  export  promotion  efforts,  and  politicians  have  been  ex- 
horted to  actively  support  German  businesses  in  expanding  their 
markets.  Germany  has  launched  a  "Latin  America  Concept"  to 
increase  its  exports  to  this  high-growth  region.  An  "East  Asia 
Initiative"  has  been  implemented  featuring  increased  government 
support  for  German  business  in  Asia.  German  diplomats  with 
industrial  policy  expertise  have  been  specifically  assigned  to  spear- 
head efforts  to  expand  German  market  share  in  China. 

•  Japan  has  been  extremely  successful  in  securing  government  con- 
tracts, in  part  due  to  the  government's  proclivity  to  use  aid  as 
leverage.  The  combined  funding  provided  by  the  Japanese  Export- 
Import  Bank  and  the  Overseas  Economic  Cooperation  Fund  is 
roughly  equal  to  World  Bank  lending  around  the  globe. 

•  Canada  established  a  working  group  in  1995  to  ensure  business 
agreements  begun  during  Prime  Minister  Chretien's  trade  missions 
to  China  and  Latin  America  are  carried  through.  Ottawa  hosted 
a  series  of  trade  conferences  across  Canada  to  follow  up  on  trade 
agreemerits  with  China. 

•  Australia,  Malaysia,  Mexico  and  Taiwan  have  also  increased  their 
activities. 

The  National  Export  Strategy  is  essential  to  respond  to  these  and  other 
foreign  government  practices,  many  of  which  are  detailed  later  in  this 
report.  At  the  same  time,  we  must  acknowledge  the  growing  intensity  of 
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the  competition,  commit  to  carefully  monitoring  it  and  work  intensively  to 
respond  in  a  way  that  ensures  a  competitive  America  wins  the  growing 
share  of  world  exports  that  our  workers  and  our  children's  futures  deserve. 

Clearly,  we  wish  that  our  advocacy  efforts  were  not  necessary.  In  an  ideal 
world,  contracts  would  he  awarded  based  solely  on  merit.  Until  global 
playing  fields  are  truly  level  and  bidding  processes  are  truly  open  and  trans- 
parent, we  cannot  afford  to  unilaterally  disarm.  Our  goal  is  simple  —  a 
global  marketplace  that  has  free  and  fair  competition  among  private 
companies.  To  this  end,  it  is  important  to  keep  up  pressure  in  international 
organizations  and  on  individual  countries  to  have  workable  constraints 
on  export  subsidies,  mixed  credits,  illicit  payments,  and  other  foreign  com- 
petitive practices  which  disadvantage  American  firms  and  workers. 

Trade  Promotion  Coordinating 
Committee  To  Date 

We  have  taken  a  number  of  steps  over  the  last  two  years  to  meet  these 
challenges.  In  our  first  Report  to  Congress  in  1993,  we  identified  65  spe- 
cific recommendations  to  reinvent  our  trade  promotion  programs.  As  a 
result,  export  licensing  has  been  streamlined,  the  government  has  become 
more  aggressive  in  providing  loans  and  financial  guarantees  to  U.S.  export- 
ers, and  our  network  of  trade  promotion  offices  at  home  and  abroad  has 
been  reinvented  and  strengthened. 

Last  year,  we  catalogued  our  progress  in  implementing  those  65  recommen- 
dations and  in  producing  a  government-wide  blueprint  —  our  nation's  first 
strategic  plan  —  for  our  export  promotion  efforts.  Through  this  first  Na- 
tional Export  Strategy,  we  launched  our  focus  on  the  Big  Emerging  Markets, 
organized  a  proactive  commercial  policy  for  economies  in  transition  in  the 
former  Soviet  Union  and  the  Middle  East,  detailed  our  steps  to  create  a 
government-wide  Advocacy  Center,  unveiled  new  promotion  initiatives  in 
our  traditional  markets,  instituted  a  drive  to  promote  our  globally  competi- 
tive sectors  like  services  and  environmental  technologies,  and  initiated 
trade  finance  programs  in  untied  aid  and  project  finance. 

This  year,  our  report  iocuses  on  how  and  wh>'  we  have  broadened  and  deep- 
ened our  efforts  in  the  Trade  Promotion  Coordinating  Committee.  The 
TPCC  has  become  a  complementary,  fully-integrated  team,  accumulating 
an  impressive  track  record.  Our  direct  advocacy  initiatives  to  enable 
our  firms  to  compete  fairly  and  efficiently  in  global  competitions  over  the 
last  year  helped  U.S.  businesses  —  of  all  sizes  —  win  over  141  contracts,  ac- 
counting for  $26  billion  in  U.S.  exports  and  supporting  370,000  U.S.  jobs. 
To  list  a  few  of  our  other  accomplishments: 
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Since  last  year's  report,  senior  officials  have  gone  to  bat  for 
American  trade  interests  on  a  global  basis.  We  have  established 
an  Advocacy  Network  and  Advocacy  Center  to  marshal  govern- 
ment resources  from  TPCC  member  agencies  on  behalf  of  U.S.  firms 
competing  for  projects  overseas.  Through  letters,  high-level  mis- 
sions, and  the  personal  involvement  of  senior  officials  including  the 
Vice  President  and  the  President,  our  efforts  to  date  have  assisted 
American  companies  in  receiving  a  fair  audience  in  numerous  major 
overseas  competitions.  Our  ambassadors  and  their  country  teams 
around  the  world  are  actively  engaged  in  promoting  business  inter- 
ests overseas.  U.S.  businesses  tell  us  there  has  been  a  "sea  change" 
in  the  level  of  cooperation  between  the  U.S.  government  and 
American  business  in  the  last  couple  of  years.  Now  it  is  clear 
"we're  on  their  side." 

Secretary  O'Leary  and  I  have  led  business  delegations  to  India,  a 
major  emerging  market,  helping  companies  sign  more  than  25  trans- 
actions between  U.S.  and  Indian  companies  worth  over  $7  billion. 
Secretary  O'Leary  also  led  missions  to  China  and  Pakistan,  culmi- 
nating in  the  signing  of  over  30  business  agreements  totalling  more 
than  $6  billion  with  each  country.  Secretary  Pena's  advocacy  on 
behalf  of  U.S.  aircraft  manufacturers  in  Taiwan  in  December  of  last 
year  facilitated  sales  often  Boeing  777  aircraft  to  China  Airlines  and 
Evergreen  Airlines.  OPIC  President  Harkin  led  delegations  to 
Poland,  the  Baltic  states.  Central  Asia,  Ukraine  and  Russia,  and 
chaired  OPIC  export-oriented  conferences  for  U.S.  investors  in 
London,  Chicago  and  Washington;  TDA  Director  Grandmaison  led 
a  pioneering  mission  to  the  Jordan  Rift  Valley  and  chaired  export 
conferences  in  Poland,  Hungary  and  Romania;  and  Ex-Im  Bank 
Chairman  Brody  held  major  seminars  on  project  finance  in  Hong 
Kong  and  Buenos  Aires. 

Our  responsive  approach  to  trade  finance  has  paid  off.  In  1993, 
we  established  the  Tied  Aid  Capital  Projects  fund  to  combat  the  use 
of  trade  distorting  concessionary  financing  by  competitor  nations. 
Since  January  1994,  the  Ex-Im  Bank  has  agreed  to  match  33  in- 
stances valued  at  roughly  $2  billion  where  other  countries  have 
promised  low-cost  financing  to  obtain  contracts. 

We  have  seen  important  synergies  develop  among  our  trade  finance 
agencies.  Representatives  from  the  Ex-Im  Bank,  the  Overseas 
Private  Investment  Corporation  (OPIC)  and  the  Trade  and  Devel- 
opment Agency  (TDA)  have  formed  trade  finance  working  groups 
which  meet  on  a  regular  basis  to  consult  and  coordinate  efforts  on 
feasibility  studies  and  trade  investment  programs.  Ex-Im  Bank  and 
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SBA  have  harmonized  two  duphcative  programs  into  a  single 
uniform  pre -export  working  capital  guarantee  program  with  SBA 
focusing  on  the  smallest  transactions  while  Ex-Im  Bank  provides 
support  for  larger  deals.  This  collaboration  has  led  to  the  use  of 
common  forms  for  loan  applications  at  both  these  agencies  —  cut- 
ting red  tape  and  paperwork  to  the  immediate  benefit  of  small  and 
medium-sized  businesses. 

•  We  have  created  One-Stop  Shops,  establishing  12  interagency 
export  assistance  centers  thus  far  (in  Baltimore,  Chicago,  Miami, 
Long  Beach  CA,  Seattle,  Cleveland,  Dallas,  Denver,  St.  Louis,  New 
York,  Philadelphia  and  Atlanta)  to  provide  one-stop  shopping  for 
America's  businesses  —  especially  small  and  medium-sized  com- 
panies —  seeking  international  trade  and  finance  information.  We 
will  open  3  more  by  the  end  of  this  year.  These  centers  represent 
cooperation  among  Commerce,  SBA,  Ex-Im  Bank,  and  in  one  case, 
the  U.S.  Agency  for  International  Development  (USAID),  as  well 
as  state  and  local  partners  on  a  scale  never  before  seen  in  our  trade 
promotion  efforts. 

At  the  same  time  we  are  expanding  our  coverage,  we  are  com- 
bining government  resources.  For  example,  the  U.S.  Information 
Agency  and  the  Department  of  Commerce  have  combined  their 
information  centers  in  Germany,  Indonesia,  Azerbaijan,  Argentina 
and  Hong  Kong.  One  of  the  most  innovative  centers  opened  in 
May  1995  in  Geneva's  World  Trade  Center,  combining  consular, 
commercial,  cultural  and  information  services  in  one  location. 

•  Through  our  domestic  field  network,  the  Commercial  Service  has 
broadened  its  reach,  conducting  neatly  4 1 ,000  counseling  sessions 
with  small  and  medium-size  businesses,  leading  to  nearly  4,000 
export  sales.  Our  Trade  Information  Center  (TIC),  which  prima- 
rily responds  to  inquiries  from  small  and  medium-sized  firms, 
assisted  approximately  67,000  business  callers  in  fiscal  year  1995, 
averaging  1,300  calls  per  week. 

In  addition  to  detailing  these  and  other  accomplishments  of  the  TPCC, 
this  year's  report  will  be  the  first  to  develop  proactive  strategies  to  address 
the  specific  challenges  posed  by  the  increasing  incidence  of  foreign  com- 
petitive practices  and  the  need  to  boost  the  export  performance  of  our 
small  and  medium-sized  businesses.  Our  focus  will  be  on  three  crucial 
areas: 
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The  National  Export  Strategy  Links 
Trade  Policy  and  Promotion 

In  addition  to  supporting  the  ability  of  U.S.  firms  to  compete  for 
projects  in  key  markets,  the  National  Export  Strategy  enables  our 
promotional  efforts  to  reinforce  our  policy  goals  to  open  markets 
abroad  and  ensures  U.S.  companies  can  make  the  most  of  our  policy 
achievements.  For  example,  late  last  year  we  sponsored  an  Automak- 
er Matchmaker  Mission  to  ASEAN  to  help  U.S.  companies  gain  a 
foothold  in  a  fast-growing  region  long-dominated  by  Japanese  auto- 
makers. The  Mission  was  a  public/private  cooperative  effort  between 
the  Department  of  Commerce,  the  Motor  Equipment  Manufacturers 
Association  (MEMA),  the  "Big  Three"  U.S.  automakers,  and  eleven 
auto  parts  manufacturers.  The  Mission  visited  Thailand,  Malaysia  and 
Indonesia  and  learned  how  to  supply  components  to  Chevrolet,  Jeep 
and  Ford  products  in  the  ASEAN  region;  they  also  met  with  Japanese 
executives  to  discuss  supplying  Japanese  firms.  U.S.  executives  also 
used  the  Mission  to  develop  business  strategies  for  Asia.  In  a  subse- 
quent visit  to  the  region,  USTR  officials  utilized  the  Mission  as  a 
springboard  for  talks  with  the  ASEAN  countries  on  opening  up  their 
auto  markets  to  U.S.  trade  and  investment. 


•  Solidifying  our  competitive  advantage  in  the  Big  Emerging  Markets. 
( This  element  of  our  strategy  has  been  reviewed  in  detail  in  a  sepa- 
rate publication  released  in  connection  with  this  report.); 

•  Implementing  a  strategy  to  support  U.S.  companies  competing  for 
large  foreign  contracts  which  will  help  meet  the  frequently  aggres- 
sive tactics  of  our  competitors  in  key  markets;  and, 

•  Developing  strategies  that  will  enable  small  and  medium-sized  com- 
panies to  fulfill  their  export  potential. 

Increasing  Linkage  to  our  Trade  Policy  Efforts 

In  addition  to  enabling  us  to  target  government  support  where  U.S. 

companies  need  it  most,  the  National  Export  Strategy  links  our  export 
promotion  efforts  to  our  most 
important  trade  policy  initiatives, 
positioning  U.S.  companies  to  take 
the  greatest  advantage  of  our  trade 
policy  achievements  into  the  next 
century. 


For  example,  we  are  poised  to  help 
U.S.  companies  be  the  first  to 
benefit  from  a  newly  strengthened 
World  Trade  Organization,  a 
fully-operational  NAFTA,  recent 
market-opening  agreements  with 
Japan,  as  well  as  the  free  trade  areas 
we  will  see  in  the  Western  Hemi- 
sphere and  Asia-Pacific  in  the 
coming  two  or  three  decades. 
Indeed,  the  majority  of  the  Big 
Emerging  Market  countries  are  lo- 
cated in  these  regions. 

At  the  Summit  of  the  Americas  last 
December,  for  example,  the  United 
States  joined  the  other  nations  of 
the  region  in  a  commitment  to  extend  free  trade  throughout  the  Hemisphere 
by  the  year  2005.  Similarly,  in  Bogor,  Indonesia  this  past  fall,  the  APEC  lead- 
ers agreed  to  a  common  framework  for  achieving  free  trade  and  investment 
by  2020. 
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U.S.  Exports  to  East  Asia  and  Latin  America 
(Billion  U.S.  Dollars)  


Latin  America 


These  free  trade  areas  will  provide 
tremendous  opportunities  for  new 
and  existing  U.S.  exporters.  Our 
exports  to  Latin  America  and  the 
Asia-Pacific  are  already  more  than 
$240  bilhon  —  more  than  our 
exports  to  Europe  and  Japan  com- 
bined. In  the  case  of  Latin  America, 
we  could  see  another  $250  billion  in 
U.S.  exports  and  more  than  2  million 
U.S.  jobs  supported  by  these  exports 
in  just  ten  years.  During  the  same 
time  period,  U.S.  exporters  could 
also  realize  almost  $460  billion 
in  exports  and  create  4  million  U.S. 
jobs  in  the  Asia-Pacific  region. 


Together,  these  two  regions  will  provide  U.S.  companies  with  48  countries 
—  almost  50  percent  of  the  world's  GDP  and  roughly  40  percent  of  its  popu- 
lation —  where,  as  a  result  of  our  policy  initiatives,  trade  regimes  will  be 
moving  toward  more  liberalized,  harmonized  systems.  Our  National 
Export  Strategy  is  poised  to  get  us  there. 


Jobs  Supported  by  Exports  to  Asia  and 
in  America  (Million  U.S.  Dollars) 


1  exports  declines  ffom  1 


In  addition  to  taking  advantage  of 
opportunities  in  the  markets  of  the 
future,  the  National  Export  Strategy 
also  enables  American  firms  to  capi- 
talize on  trade  agreements  we  have 
struck  today.  For  example,  the  Ad- 
ministration has  over  the  past  30 
months  concluded  a  record  number 
of  trade  agreements  with  Japan, 
our  second  largest  trading  partner 
While  the  agreements  lay  out  rules, 
procedures,  and  expectations  for 
market  opening,  their  success  can 
only  actually  be  measured  by  sales 
gains  in  those  markets  by  competi- 
tive American  firms.  As  a  result,  our 
trade  events  program  is  increasingly 
tailored  to  help  our  firms  maximize 
the  gains  from  our  market-opening 
initiatives. 
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Export  Promotion  Events  Geared  to  Japan  Trade  Agreements 


Agreement 


Related  Trade  Promotion  Even* 


Medical  Technologies 

Telecommunications 
Government  Procurement 


NTT  Procurement 


Cellular  Telephones 
Construction 


Investment 
Computers 


Supercomputers 
Wood  Products 


Autoparts 
Semiconductors 


Long-term  Health  Care  Seminar  (Tokyo,  10/25/95) 

Onsen  Communications  (Sapporo,  9/7-9/95); 

Ishikawa  (10/26-28/95); 

Okinawa  (2/29-3/2/96); 

Cable  TV  Technology  USA  (Tokyo,  1 1/30-1 2/1/95) 

Communications  Tokyo  '96  (Tokyo,  Spring  1996); 

Cable  TV  Technology  USA  (Tokyo,  1 1/30-1 2/1/95) 

U.S.  Construction  &  Design  Fair  (Osaka,  9/22/95;  Nagoya,  9/25/95; 
Tokyo,  9/27/95) 

Communications  Tokyo  '96  (Tokyo,  Spring  1996) 

U.S.  Construction  &  Design  Fair  (Osaka,  9/22/95;  Nagoya,  9/25/95; 
Tokyo, /927/95); 

Kobe  International  Home  Fair  (Kobe,  9/6-8/95); 

American  Home  Show/Semmar  (Sendai,  10/18-19/95); 

Japan  Home  Show  (Tokyo  11/7-10/95); 

Asia-Pacific  Trade  Center  Imported  Housing  Fair  (Osaka, 
11/14-16/95); 

U.S.  Housing  Fair  &  Seminar  (Tokyo,  3/1 3-1  5/96); 

1 5th  Western  Japan  Total  Living  Show  (Kitakyushu,  3/1  7-20/96) 

U.S. -Japan  Conference  on  Foreign  Direct  Investment 
(Washington  ,  Fall  1995) 

1996  U.S.  Computer  Show/Seminar  (date  and  location  to  be 
determined); 

U.S.  Computer  Software  and  Networking  Trade  Mission  (Tokyo, 
9/25-27/95) 

1 996  U.S.  Computer  Show/Seminar  (date  and  location  to  be  determined) 

U.S.  Construction  &  Design  Fair  (Osaka,  9/22/95;  Nagoya,  9/25/95; 
Tokyo,  /927/95); 

Kobe  International  Home  Fair  (Kobe,  9/6-8/95); 

American  Home  Show/Seminar  (Sendai,  10/18-19/95); 

Japan  Home  Show  (Tokyo  1 1/7-10/95); 

Asia-Pacific  Trade  Center  Imported  Housing  Fair  (Osaka, 
11/14-16/95); 

U.S.  Housing  Fair  &  Seminar  (Tokyo,  3/13-15/96); 

Tokyo  Motor  Show  (Tokyo,  10/27-1 1/8/95) 

U.S.  Semiconductor  Trade  Mission  (Tokyo,  6/27  -29/95;  next  mission 
June/July  96);  Multimedia  Semiconductor  Seminar  & 
Exhibition  (Tokyo,  1/24-25/96) 
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For  all  of  these  reasons,  maintaining  our  momentum  under  the  National 
Export  Strategy  has  never  been  more  crucial  to  the  future  competitiveness 
of  American  business  and  to  the  livelihood  of  American  workers.  Oppor- 
tunities are  unfolding  for  American  companies,  but  we  are  not  the  only  ones 
which  recognize  the  significance  of  these  opportunities.  How  we  approach 
and  implement  our  trade  strategy  today  will  determine  our  strength  in  the 
markets  of  tomorrow. 

I  believe  the  past  three  years  have  clearly  shown  that  the  National  Export 
Strategy  is  an  indispensable  link  to  a  better  economic  future  for  America. 
I  look  forward  to  working  with  Congress  on  this  important  bipartisan  issue. 


<Z^if. 


v~ 


The  National  Export  Strategy 


Executive  Summary 


List  year,  in  our  second  annual  report  to  Congress,  we  indicated  that  for 
he  first  time  we  had  a  National  Export  Strategy  and  that  it  was  work- 
ing to  the  benefit  of  all  Americans.  This  year,  we  can  report  that  our 
strategy  is  working  better  than  ever,  and  that  we  are  well  on  the  road  to 
achieving  our  objective  of  expanding  exports  to  over  $1.2  trillion  by  the 
year  2000. 

But  we  cannot  take  achieving  this  goal  for  granted.  This  year's  report 
highlights  a  new  theme  —  the  heightened  competition  our  firms  and 
workers  face  in  the  global  marketplace.  Developed  and  developing  coun- 
tries alike  are  putting  large  and  growing  amounts  of  resources  into  export 
promotion,  and  we  expect  that  foreign  government  spending  on  these 
efforts  in  capitals  ranging  from  Tokyo  to  Bonn  to  Kuala  Lumpur  will  only 
continue  to  expand. 

This  year's  report  outlines  the  steps  we  are  taking  to  meet  this  heightened 
foreign  government  competition,  including  in-depth  focus  on  our  advo- 
cacy efforts  on  behalf  of  American  firms  and  our  efforts  to  help  small  and 
medium-sized  businesses  increase  their  exports.  Implementing  this  strat- 
egy over  the  coming  years  will  ensure  U.S.  companies  will  be  able  to  make 
the  most  of  our  policy  achievements  —  the  completion  of  the  Uruguay 
Round,  the  NAFTA  and  recent  agreements  to  negotiate  a  Free  Trade  Area 
of  the  Americas  by  2005  and  to  attain  free  and  open  trade  and  investment 
among  members  of  the  Asia  Pacific  Economic  Cooperation  forum  by  the 
year  2020. 


Stocktaking 


This  section  catalogues  recent  U.S.  trade  performarKe,  ties  the  TPCC's  activi- 
ties to  the  Admimstration's  overall  trade  agenda  and  broader  strategy  for  domestic 
economic  growth  and  job  creation,  and  offers  a  sruip-shot  of  recent  National 
Export  Strategy  accomplishments. 

The  Macro^conomic  Picture:  Continued  U.S.  Export  Growth 

Since  this  Administration  took  office,  the  U.S.  has  regained  its  position 
from  Germany  as  the  world's  largest  exporter.  Our  strong  export  perfor- 
mance has  supported  as  many  as  2  million  new  export-related  jobs  since 
January  1993.  Our  progress  towards  our  $1.2  trillion  export  objective 
means  that  an  estimated  1 6  million  jobs  will  be  supported  by  exports  by  the 
year  2000  and  that  we  will  support  some  3  million  more  jobs  in  the  next 
five  years. 
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The  American  economy  and  standard  of  living  have  never  been  more  de- 
pendent on  trade.  Total  trade  reached  almost  23  percent  of  total  U.S. 
economic  activity  in  1994  and,  through  the  first  six  months  of  1995,  our 
exports  of  goods  and  services  are  running  at  a  $765  billion  annual  rate. 
Exports  accounted  for  almost  one -third  of  real  U.S.  economic  growth  over 
the  last  decade  and  are  expected  to  grow  faster  than  overall  economic  ac- 
tivity for  the  next  five  years.  But  we  need  to  export  even  more  in  the  years  ahead 
if  we  are  to  make  strides  in  reducing  our  trade  deficit  and  increasing  our  standard 
of  living  with  high  wage  jobs. 

Progress  to  Date:    Implementing  the  National 
Export  Strategy 

Over  the  past  year,  we  have  refined  and  deepened  our  efforts  to  create  more 
efficient,  effective,  and  customer-focused  export  promotion  programs  for 
American  firms.  Key  components  of  our  strategy  include: 

Lowering  Obstacles  to  U.S.  Exports 

One  of  the  key  goals  we  set  in  1993  was  the  removal  or  reduction  of  unnec- 
essary and  outdated  government-imposed  obstacles  to  U.S.  exports  at  home 
and  abroad.  In  accordance  with  our  national  security  and  foreign  policy 
interests,  over  the  past  two  years  we  have  liberalized  export  controls  on 
chemicals,  software,  computers  and  telecommunications  exports  and 
streamlined  the  export  control  process. 

Responsive  Trade  Finance  Strategy 

A  core  focus  of  the  National  Export  Strategy  has  been  the  development  of 
a  new,  more  effective  trade  finance  strategy  to  assist  American  firms  in 
meeting  the  foreign  competition.  A  key  element  has  been  countering  the 
use  of  trade  distorting  concessionary  financing  by  competitor  nations.  The 
Tied  Aid  Capital  Projects  Fund  established  in  1993  has  been  effective:  since 
January  1994,  the  Export-Import  Bank  has  agreed  to  match  33  instances 
where  other  countries  have  promised  low-cost  financing  to  obtain  con- 
tracts. Over  the  past  year,  we  have  launched  new  programs  in  the  areas  of 
imtied  aid  and  project  finance.  We  have  expanded  our  efforts  to  ensure 
American  businesses  are  aware  of  projects  funded  through  the  multilateral 
development  banks,  and  we  have  greatly  expanded  the  collaboration  be- 
tween our  finance  agencies,  including  common  forms  for  loan  applications, 
to  minimize  the  time  it  takes  our  businesses  to  apply  for  a  loan. 
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I   Improving  Access  to  Trade  Information 

Market  information  and  information  on  TPCC  programs  are  now  avail- 
able electronically  from  a  number  of  sources,  including  the  National  Trade 
Data  Bank,  which  is  updated  monthly.  Our  embassies  in  1 20  countries  are 
now  annually  producing  "Country  Commercial  Guides,"  providing  busi- 
ness users  with  a  comprehensive  look  at  the  local  market  in  a  concise, 
user-friendly  format. 

Focusing  on  Major  Markets  and  Key  Sectors 

We  have  this  past  year  developed  new  approaches  to  trade  promotion  to 
help  our  firms  penetrate  those  foreign  markets  and  sectors  where  the  po- 
tential for  future  export  growth  is  best. 

•  The  Big  Emerging  Markets  (BEMsj  strategy  remains  at  the  heart  of 
our  efforts.  Here,  all  TPCC  agencies  are  working  to  help  U.S.  firms 
realize  their  potential  in  the  ten  markets  that  will  take  more  than 
a  quarter  of  the  world's  imports  by  the  year  2010.  Over  the  past 
year,  we  have:  expanded  this  strategy  to  include  the  full  ASEAN 
growth  region,  including  Vietnam;  developed  country- specific 
plans  for  export  promotion,  including  plans  for  over  250  trade 
missions  and  shows  in  the  coming  year;  established  business  devel- 
opment committees  with  and  freestanding  Commercial  Centers  in 
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TPCC  ADVOCACY 
STRATEGY  FOR  1996 

1. Fortify  our  advocacy  efforts, 
including  strengthening  our  inter- 
agency expertise  through  greater 
interchange  between  the  advoca- 
cy center  and  other  TPCC  agencies 
and  undertaking  more  sub-cabinet 
trade  missions  to  help  secure  these 
large  contracts  for  U.S.  companies. 

2. Enhance  monitoring  of  foreign 
competitive  practices,  including 
improved  coordination  through- 
out the  U.S.  government  to 
monitor  the  practices  of  our  key 
competitors  and  use  this  informa- 
tion in  the  development  of  a 
responsive  U.S.  strategy. 

3. Strengthen  ourtrainingand  orien- 
tation for  all  TPCC  agencies  in  the 
techniques  and  approaches  for 
advocacy 

4. Work  more  closely  with  interna- 
tional organizations  such  as  the 
OECD  and  the  WTO  to  eliminate 
unacceptable  advocacy  practices 
of  our  foreign  competitors. 


L 


a  number  of  the  BEMs;  and  increased  our  use  of  technical  assistance 
and  training  to  leverage  future  export  growth  to  these  dynamic 
economies.  This  strategy  is  summarized  in  this  year's  report  and  is 
described  in  depth  in  a  separate  report  being  released  by  the  Depart- 
ment of  Commerce  at  the  same  time  as  the  National  Export 
Strategy. 

•  Recognizing  that  we  have  an  important  commercial  stake  in  tradi- 
tional markets  as  well,  since  we  announced  it  last  fall,  we  have  turned 
our  Showcase  Europe  program  into  a  fully-operational  strategy' 
aimed  at  increasing  trade  and  investment  flows  into  the  European 
Union,  Central  Europe  and  the  expanding  markets  of  Russia  and  the 
New  Independent  States  by  emphasizing  a  coordinated  regional 
marketing  approach.  For  example,  we  encourage  companies  which 
have  traditionally  exported  to  only  one  European  country  to  instead 
focus  on  key  regions,  such  as  Scandinavia,  the  Benelux  countries, 
or  Central  Europe. 

•  We  report  in  detail  in  this  section  on  these  and  other  regional  initia- 
tives,  including  our  focus  on  the  new  market  economies  in  Central 
and  Eastern  Europe,  the  former  Soviet  Union,  and  the  Middle  East. 
We  highlight  our  efforts  to  help  American  exporters  take  advantage 
of  our  market-opening  negotiations  under  the  U.S. -Japan 
Framework  Agreements.  And  we  outline  our  efforts  in  key  sectors, 
including  environmental  technologies,  services  and  information 
technologies,  where  we  hold  a  strong  competitive  advantage. 

Advocacy:  Supporting  U.S.  Jobs  in 
Global  Competition 

The  sectior\  details  the  primary  rationale  behind  our  advocacy  efforts  — foreign 
competition  —  and  reports  key  interagerKy  Advocacy  successes  over  the  past  year 

Over  the  past  year,  we  have  concentrated  our  advocacy  efforts  on  the  10 
Big  Emerging  Markets  and  the  industry  sectors  where  the  potential  for  U.S. 
sales  is  greatest:  information  and  telecommunications  technologies,  trans- 
portation, energy,  environmental  technologies,  health  care  and  financial 
services.  The  results  have  been  impressive.  Through  our  Advocacy  Net- 
work of  TPCC  agencies,  we  have  helped  U.S.  firms  win  over  $57  billion  in 
foreign  business  contracts  since  November  1993.  We  estimate  these  con- 
tracts represent  a  U.S.  export  content  of  approximately  $26  billion,  which 
in  turn  has  directly  supported  over  370,000  U.S.  jobs. 
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While  we  have  been  successful  in  helping  U.S.  companies  win  the  contracts 
they  deserve  to  win,  we  must  redouble  our  efforts  in  the  coming  years  for 
two  reasons;  first,  the  stakes  have  never  been  higher.  We  expect  that  over 
the  next  decade,  some  150  large-scale  projects  worth  nearly  $1  trillion  are 
likely  to  be  undertaken.  Second,  these  projects  will  spawn  intense  com- 
petition among  international  firms  —  often  with  the  support  of  their 
governments. 

A  particular  concern  is  that  our  major  trade  competitors  are  becoming 
increasingly  aggressive  in  helping  their  firms  secure  major  projects  in  for- 
eign markets.  They  are  using  a  variety  of  tactics  —  including  high-level 
visits,  trade  missions,  lobbying,  financing  (including  below  market-rate 
loans  and  corporate  financial  assistance),  promises  of  technology  transfer 
and  aid  funds  to  steer  projects  to  their  own  companies. 

We  estimate  that  in  about  200  separate  overseas  competitions  over  the  past 
eight  years,  U.S.  firms  lost  approximately  one-half  of  these  contracts  due 
in  part  to  political  and  economic  pressure  brought  to  bear  by  other  govern- 
ments. This  foreign  government  involvement  in  major  project  decisions 
resulted  in  a  minimum  of  $25  billion  in  lost  contracts  for  U.S.  companies 
during  this  period.  Given  that  the  number  of  tracked  projects  represents 
only  a  small  fraction  of  the  total  number  of  projects  during  that  period  and 
does  not  include  follow-on  contracts,  we  estimate  the  true  losses  as  a  con- 
sequence of  foreign  government  active  support  of  their  exporters  at  several 
times  that  number. 

Our  ultimate  objective  is  to  eliminate  unacceptable  advocacy  practices  of 
our  foreign  competitors  through  the  various  international  fora  addressing 
these  difficult  issues.  In  the  meantime,  to  meet  this  growing  competition 
from  Europe,  Japan  and  even  many  of  the  emerging  markets  themselves,  we 
employ  a  number  of  tools,  including: 

The  Advocacy  Network 

Composed  of  representatives  from  TPCC  agencies,  the  network  meets  every 
month  and  is  chaired  by  Commerce.  The  hub  of  the  Network,  the  Advo- 
cacy Center,  has  expanded  to  a  team  of  about  20  people  over  the  past  year. 

Responsive  Trade  Finance 

Through  the  Advocacy  Network,  for  the  first  time,  we  bring  together 
representatives  of  Ex-Im  Bank,  OPIC,  TDA  and  the  Department  of  the 
Treasury  to  develop  and  implement  an  effective  trade  finance  strategy  to 
help  firms  compete  and  win  overseas.  We  are  now  able  to  develop  multi- 
agency  finance  packages  aimed  at  helping  U.S.  firms  win  specific  contracts. 


The  National  Export  Strategy 


64 


Executive  Summary 


Presidential  Business  Development  Missions 

These  missions  are  critical  advocacy  tools  which  result  in  real  contracts  for 
U.S.  companies  and  real  jobs  for  U.S.  workers.  Since  September  1994, 
Cabinet  officials  including  Secretaries  Christopher  and  Pena  have  led 
advocacy  missions.  Secretaries  Brown  and  O'Leary  have  led  a  total  of  1 1 
Business  Development  Missions  to  15  nations,  resulting  in  signed  business 
agreements  worth  $39  billion.  India  and  China  are  good  examples  of  broad 
interagency  advocacy  efforts  that  are  focused  on  the  long-term. 

Assisting  Small  and  Medium-Sized  Exporters 

This  section  details  our  efforts  aimed  at  helping  small  arid  medium-size  businesses 
realize  their  full  export  potential.  We  describe  the  "export  gap"  for  sriwll  businesses, 
highlight  programs  we  already  have  in  place,  and  outline  a  strategy  to  help  these 
businesses  reach  their  export  potential. 

Small  business  is  important  to  our  future  export  growth.  Firms  with  fewer 
than  500  employees  employ  more  than  half  of  the  U.S.  workforce,  are 
responsible  for  about  half  of  all  U.S.  GDP  and  generate  more  than  half  of 
all  sales  in  the  United  States.  They  are  the  engine  that  is  driving  the  next 
generation  of  U.S.  jobs,  producing  an  estimated  62  percent  of  the  3.3  mil- 
lion new  jobs  created  in  1994.  While  small  and  mid-sized  businesses  were 
responsible  for  more  than  one -third  of  total  merchandise  exports  in  1994 
—  $1 50  billion  —  these  firms  could  be  exporting  more  than  they  currently 
do.  The  report  suggests  ways  to  help  these  firms  make  the  most  of  our  re- 
cent policy  achievements  and  fill  this  "export  gap". 

Efforts  to  Help  Small  and  Medium-Sized 
Businesses  Export  More 

Over  the  last  two  years,  TPCC  agencies  have  launched  a  number  of  targeted 
programs  to  address  the  special  needs  of  small  exporters.  These  programs 
cover  a  wide  range  of  services,  including  facilitating  access  to  market  and 
program  information,  mastering  complex  documentation  and  regulatory 
requirements,  and  providing  finance  and  technical  training  to  export. 

Trade  Information  and  Expertise 

The  centerpiece  of  our  efforts  to  bolster  information  services  for  small 
business  has  been  the  creation  of  a  national  network  of  U.S.  Export 
Assistance  Centers.  These  "one-stop  shops"  combine  the  trade  informa- 
tion expertise  of  Commerce,  the  client-based  knowledge  of  the  Small 
Business  Administration,  and  the  financial  assistance  available  from  both 
SBA  and  Ex-Im  Bank.  Over  the  past  year  and  a  half,  successful  pilot  one- 
stop  shops  have  been  operating  in  Baltimore,  Chicago,  Miami  and  Long 
Beach,  California.  This  year,  we  have  opened  eight  additional  centers  — 
in  Seattle,  Cleveland,  Dallas,  Denver,  Saint  Louis,  New  York,  Philadelphia, 
and  Atlanta  and  will  open  3  more  by  the  end  of  1995. 
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Other  important  providers  ot  intormation  which  we  have  strengthened 
over  the  past  year  include  the  Trade  Information  Center  (TIC),  the 
central  information  source  on  Federal  trade  promotion  and  finance  and 
insurance  programs  for  U.S.  businesses;  the  Commercial  Service,  our 
global  network  of  73  domestic  and  134  overseas  posts  in  69  countries  which 
has  been  restructured  into  one  unified  service;  and  a  number  of  targeted 
information  centers  for  exporters  interested  in  exporting  to  the  New 
Independent  States,  Eastern  Europe,  Asia  and  the  Pacific  and  Japan. 

Providing  Better  Access  to  Capital 

A  major  accomplishment  in  1995  was  the  harmonization  of  SBA  and  Ex- 
Im  Bank's  working  capital  programs.  Together,  SBA  and  Ex-Im  Bank  in 
1995  guaranteed  approximately  321  export  working  capital  guarantees  to 
U.S.  exporters  in  the  amount  of  approximately  $279  million,  a  33  percent 
increase  in  loan  guarantees  over  1994;  created  a  single  application  form  for 
harmonized  working  capital  programs  that  can  be  used  with  either  agency; 
and  streamlined  loan  processing. 

Other  improvements  on  the  capital  front  include: 

•  Enhanced  use  by  small  companies  of  the  Trade  and  Development 
Agency's  feasibility  studies  and  definitional  missions  to  assess  the 
economic,  financial  and  technical  viability  of  a  potential  foreign 
project;  and 

•  OPIC  creation  of  a  $20  million  small  business  fund  that  will  provide 
growth  capital  to  international  projects  sponsored  by  qualifying 
small  businesses. 

Improved  Trade  Finance  Counseling  and  Information  Services 

Ex-Im  Bank,  SBA  and  TDA  have  introduced  a  variety  of  hotlines,  coun- 
seling services,  training  programs,  seminars  and  outreach  efforts  designed 
to  improve  small  businesses'  knowledge  of  and  access  to  federal  trade  fi- 
nance programs.  For  example,  SBA's  pilot  "E-TAP"  Program  (Export  Trade 
Assistance  Partnership)  is  an  example  of  how  federal  resources  can  be  com- 
bined with  local  trade  service  providers  to  educate  small,  export-ready 
companies.  Also,  Ex-Im  Bank's  Export  Financing  Hot  Line  is  geared  to  the 
particular  credit  requirements  of  smaller  exporters. 
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TPCC  SMALL  BUSINESS  STRATEGY  FOR  1996 

1 .  Conduct  a  review  of  the  harmonization  of  SBA-Ex-lm  Bank  Programs  to  evaluate 
its  effectiveness,  improve  coordination,  simplify  standards  and  procedures,  and 
enhance  coverage. 

2.  Increase  SBA  and  Ex-lm  Bank  efforts  to  extend  their  guaranties 
to  non-bank  lenders. 

3.  Encourage  continued  expansion  of  SBA's  co-guaranties  with 
state  export  financing/guaranty  agencies. 

4.  Encourage  expansion  of  City/State  export  programs. 

5.  Encourage  further  participation  of  the  Small  Business  Development  Center 
network  and  the  Service  Corps  of  Retired  Executives  in  structuring 
export  loan  requests. 

6.  Explore  ways  to  work  with  non-traditional  financial  and  export  intermediaries. 

7.  Continue  to  streamline  the  paperwork  requirements  banks  encounter 
when  utilizing  government  guaranty  programs. 

8.  Review  the  possibility  of  increasing  the  delegated  authority  limits  of  Ex-lm  Bank 
to  any  one  bank. 

9.  Expand  the  number  of  lenders  participating  in  SBA's  Export  Working  Capital 
Preferred  Lender  Program  to  address  loans  of  under  $750,000. 

10.  Complete  the  U.S.  Export  Assistance  Center  (USEAC)  network  training. 

1 1 .  Work  to  increase  the  awareness  of  small  banks  of  their  ability  to  finance  their  small 
business  customers  overseas  orders  through  utilization  of  upstream  correspondent 
banking  relationships. 

12.  Broaden  TPCC  efforts  to  educate  and  train  bankers. 

13.  Develop  standard  joint  promotional  materials  among  TPCC  agencies  to  provide 
a  more  consistent  message,  delivered  more  efficiently. 

14.  Develop  a  "directory"  within  the  Internet  where  exporters  can  access  a  central 
database  of  information  from  the  federal  government. 

15.  Review  regulatory  issues  identified  by  finance  and  bank  associations  as  impedi- 
ments to  small  business  export  finance,  establish  a  working  group  to  address 
regulatory  obstacles,  and  solicit  the  assistance  of  federal  regulators  as  issues  are 
identified. 
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TPCC  Budget 

Recommendations 

for  1996 

1.  Finalize  the  development  of  trade 
promotion  final  impact  measures 
and  refocus  agency  and  TPCC 
priorities  in  line  with  these  measures 
and  other  agency  objectives  to  best 
meet  the  needs  of  U.S.  exporters  and 
the  U.S.  economy. 

2. Enhance  the  integration  between 
Federal  and  non-Federal  trade 
promotion  by  eliminating  overlap 
with  services  that  the  private  sector 
and  state  and  local  governments  are 
willing  to  provide. 

3. Concentrate  trade  promotion 
resources  in  areas  where  market 
failures  in  the  provision  of  export 
assistance  are  more  prevalent,  such 
as  new-to-export  or  new-to-market 
firms  and  reducing  foreign  obstacles 
to  trade. 

4. Increase  the  cooperation  and  co- 
location  of  foreign  and  domestic  field 
offices. 


But  we  must  do  more  to  help  these  companies  fulfill  their  export  potential, 
particularly  in  the  area  of  trade  finance.  A  major  goal  of  the  TPCC  over 
the  coming  year  will  be  to  expand  both  the  awareness  as  well  as  the  cover- 
age of  trade  finance  programs,  both  public  and  private,  to  ensure  that 
qualified  small  business  exporters  have  both  the  knowledge  and  the  oppor- 
tunity to  obtain  trade  financing.  To  achieve  this  goal,  we  have  developed 
a  strategy  to  improve  small  business  export  financing  which  encompasses 
fifteen  recommendations  for  covering  access  to  financing,  bank  profitabil- 
ity, outreach,  access  to  information  and  regulatory  obstacles.  Our  goal  is 
to  open  up  new  sources  of  trade  finance  to  small  business  while  at  the  same 
time  improving  the  access,  knowledge  and  usability  of  existing  programs. 

Progress  on  a  Unified  Budget 
for  Trade  Promotion 

This  section  shows  the  progress  that  the  TPCC  agencies  have  made  sirv:e  last  year 
in  developing  a  unified  budget  and  creating  performance  measures. 

We  present  an  updated  and  refined  unified  trade  promotion  budget  for 
fiscal  years  1993-1996,  expand  the  trade  promotion  performance  measures 
framework  developed  in  the  1994  Report,  present  initial  trade  promotion 
output  and  outcome  measures  for  each  agency  and  trade  promotion  activ- 
ity, and  discuss  the  issue  of  properly  targeting  Federal  trade  promotion 
programs  to  avoid  competing  with  private  market  trade  promotion  services. 
Some  highlights  are: 

•  Federal  funding  for  trade  promotion  is  expected  to  be  $3.1  billion 
in  FY  1995.  This  represents  just  under  a  13  percent  decrease  in 
funding  compared  to  FY  1994,  about  equal  to  the  level  of  expendi- 
tures in  FY  1993. 

•  In  terms  of  trade  promotion  activities  such  as  negotiating  open  mar- 
kets and  reducing  foreign  barriers  to  trade,  there  is  relatively  little 
overlap  in  agency  responsibility. 

•  Many  of  the  employment  and  economic  benefits  of  our  trade 
promotion  programs  are  the  outcome  of  coordinated  interagency 
efforts.  Benefits  accrue  across  all  Federal  trade  promotion 
programs. 
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The  benefits  of  trade  promotion  are  best  illustrated  through  the  po- 
tential impact  of  trade  liberalization  on  the  U.S.  economy.  By 
cutting  global  tariff  rates  in  most  sectors,  the  Uruguay  Round  of  the 
GATT  was  estimated  to  have  created  a  global  tax  cut  of  approxi- 
mately $750  billion.  When  fully  implemented,  the  Uruguay  Round 
is  expected  to  raise  world  trade  and  generate  increases  in  U.S. 
output  of  $100  to  $200  billion  per  year.  The  net  gain  in  U.S.  em- 
ployment is  expected  to  be  almost  500,000  by  the  tenth  year  of  the 
agreement. 
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